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Preface

Development assistance in Sub-Saharan Africa has concentrated on
rural areas in its efforts to alleviate poverty in the region. In response to
lim;ted human snd financial resources, international development attention has
focussed on agricultural production. But Africa is changing. Itl population
is rapidly becoming urbanized. Within the next 20 years, most African
countries will pass the point at which half their population will be living in
urban areas. Impcrtantly, significant economic activity occurs in cities and
towns. The lir.tits of the agricultural sector to provide adequate economic
op~ortunities to a steadily increasing population are now recognized.

The challenge to Africa's development process is to manage the
change that is taking place. The potential contributions of cities and towns
to national development need to be realized if the success of past
agricultural prOduction gains are to be consolidated. Urbanization provides
the production efficiencies that support off-farm employment. Cities are the
focus of both political and economic decentralization policies and are the
principal sites for the processing and marketing of agricultural products.
The urbanization process is bringing about economic and political change that

. a.ffect the weys' in which' .African societies org8nize spatially and subsist
economically. The. pattern in which populations. in cities Ilnd towns lettle
today will dictate the standard of living and the possibilities of improving
that standard for years to come.

International donor institutions have an important role to play in
support of the efforts of public and private institutions and, ever
increasingly, the informal sector to manage the urbanization process. A.l.D.
supported development activities -- such as in health, population, education,
and nutrition programs -- are locat~d in cities and towns throughout the
region for the sake of service delivery efficiency. Despite the increasing
urban location of these activities, A.I.D. has not articulated an'urbanization
policy to guide its support to the economic and social development of these
places.

•This paper contributes to the for~ulation of an A.I.D. urban policy
for Africa. A commitment to a conscious urban policy calls for expanding the ~

array of A.I.D. counterparts within the public, private, and informal sectors
in cities and towns who provide credit, land, and infrastructure to low-income
families. This paper ad~resses the physical and spatial aspects of econcmic
and social development activities. It suggests policies for managing the
growth of ci ties and towns so that they can support and sustain the~r own
development. It examines the institutions that must be integral to that
process. And, it calls for support thro.ugh policy dialogue, training in
decentralized decision-making, and improved management of local governments.

Opportunities for enhanced national development that are embedded
but often disguised in the urbanizat ion process are now part of the Africa
experience. The challenge to international donor organizations is to work
with public and private entities to identify and capitalize on these
opportunitie~, building them into Africa's changing development environment.
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EXECUTIVE SUMMARY
. \

Africa is an increasingly urbanizin~ cont~nent. Over one-quarter of
its cur~ent population ~esides in urban areas. The current urban population
8rowth rate averages six percent annually.

Towns and cities in Africa are important engines of growth for
macroeconomies, incubators for innovation and new enterprises, and crucial
.~urces of new employment. Despite the deficiencies in b~lic infrastructure
and social services, capital cities and secondary towns are typically full of
economic life, particularly in the informal sector where the poor and recent
migrants work.

Urbanization is an import.ant part of the overall development process
even in coun;ries where the great majority of peo~le depend upon agriculture
for their livelihood and where agriculture is the leading economic sector
(almost every African country). The urbanization process supports the growth
of agriculture in the modern manufacturing sector. At the same time,
development promotes efficient urbanization as well as the introduction of
more productive agriculture.

'," Host of Sub-Saharan ~frica suffers from .. severe deficit in the
quality, quantity, and maintenance of major infrastructure systems. The
effects of this deficit, in the face of high rates of urban growth, raise
major concerns for the future of African cities and their hinterlands. There
are also severe weaknesses in inter-urban and urban-rural linkage
infrastructure, particularly roads, but also telecommunications.

Poor infrastructure adversely affects the development of private
enterprise. Some enterprises are stifled at their beginnings. Those that
survive are suboptimal in size, utilize inappropriate technology, and/or face
hi.gher than necessary working costs. In larger cities, losses stem from an
inability to t~ke advantage of agglomeration economies.

Toe structural adjustment, currently being applied to African
economies is likely to change the terms of trade between urban and rural based
economic acdvi ties and households. Agricul ture will tend to receive more
effective attention. Agricultural policy reform and investment will stimulate
the growth of off-farm employment opportunities in market and secondary
towns. Agricultural r>olicy refor~s' will encourage the development of more
settled and productive agriculture which requires more support from towns as
markets and sources of inputs.

The urban sector also has a contribution to make to human resource
development: effective tr~ining programs are :a key to successful
decentralization efforts; health is partly an infrastructure issue - not only
a matter of medical services but also improved water supply and sanitation;
high population growth rates are slowed but where family planning prog'l'ams
are most successful, in urban areas.

A country's development can be gro~'ped into five stages which are
characterized in terms of its agricultural and urban activities. The first of
these is a subsistence economy in which almost everyone is engaged in
agricultural production and where markets are local. These include Rwanda,
Burundi, and some regions in almost all African countries.
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"In the second Itage, local markets begin to emerge and expand, and
agricultural productivity begins to rile. Malt of the labor force is engaged
in agriculture and primacy is high. MOlt low-incom~ African countriel are at
this Itage.

The thil~d stage is characterized by increased agricultural
productivity, and an increased urban population reprelenting the major market
for produce. Zimbabwe, Malawi, and the Cote d'lvoire fall in this Itage.

The fourth stage is characterized by increasing industrialization.
Most people in countries at this stage live in towns arid cities. Mauritiul is
probably the only African example.

Upper/middle income, developed countries are found in the fifth
stage. These countries have a strong service sector and high agricultural and
industrial productivity. Urbanization is high, while primacy has fallen.

In order for countries to progress from the first to second stage,
investments are required in local linkages and urban infrastructure. This is
the basis for an increasing contribution from urban-based activities and for
rising agricultural product~vity.· During the third stage, there should be a

·:relatively strong focus on .secondary towns, once market tOwnli but now major
centers of economic activity. The decentralizat~on of governmental functions
should b2 initiated in the third stage, and emphasized in the fourth stage.
This is the point at which donors should focus on local authorities rather
than central government. .

Secondary and market towns are the spatial focus of the long term
relationship between urbaaization and Agricultural development, and will be a
major focus of a region' 8 urbanization. The interdependence of urban and
rural populations in Sub-Saharan Africa is Itriking. There is a positive
correlation between improved urban infrastructure and rising agricultural
productivity.

Care should be taken in identifying which towns to support.
Locations outside the capital region grow in many instances more rapidly than
the capi tal. Secondary towns should be supported by investment in physical
and social infrastructure on the basis of their own growth potential rather
than policies that attempt to syphon off capital city growth or promote
territorial equity. The principel that should underlie decisions on where to
make public expenditure is to focus on locations where rapid growth is already
occurring or is very likely to occur in the nealt" future. And even then,
though economic activity levels may be stimulated by public lector
investments, locd prosperity will in the end depend upon private sector
initiatives.

Urban services can only be provided efficiently if there is a
partnership between central and local government, with greater responsi
bilities being given to the latter than has generally been the case.
Municipal management must be improved - the management of the towns and cities
themselves and the management of public authorities that provide urban
services, including water supply and sanitation, health, education, power,
telecommunications, roads and drainage, public transportation, refuse
collection, and other community ~ervices. Decentralization makes better use
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of 10~al buman, financial, and physical resources. It offerl the pOlsibility
for more effective resource mobilizatic~, lelf-Iustaining development,
projects that better refl~ct local needs and desirel, Qnd increased public
participation in decision-making.

Improved local r~!ource mobilization is important for effective
urban management and decentralization. Sourcel of local revenue include
property and income taxation; license. for businesses, automobiles, etc.; u.er
charges for garbage collection, entertainment, etc.; and fees for markets p

taxis, etc. The potential for local revenue mobilization, however, is rarely
achieved.

Land is a vitd resource in development that i. under increasing
pressure as rapid population growth continues. Land is an ineffic'iently used
resource in Africa today - improvements are required in land registration,
tenure and property rights, property tax valuation and collection, land
transfers, and land development. Although the lack of serviced or serviceable
land is often identified as a major constraint to efficient urbanization,
governments rarely formulate land policies that deal with this problem.

The disorganized land. markets that characterize much of the region
impede public and private sector:-development alike. Land transactions do not
takeNplace frequently· because of the complex and expensive land titling and
valuation systems. In addition, problems arise from the conflict between
traditional tribal and modern land tenure sy.tems.

Hore attention should be paid to the small bUlineues that employ
the great majority of the urban and rural labor force. Even. after policies
that unreasonably f&vor urban areas are eliminated, it is vital to _expand
urban employment opportunities to support productive, .ettled agriculture, to
provide jobs for surpl~s rural labor, and to absorb natural increases in urban
population.

African governments regard suitable shelter for all as a high
priority. Housing is a prOductive investment - it mobilize~ domestic savings,
requlres few imported inputs, creates substantial direct and indirect
employment in the microenterprise sector, improves labor prOductivity thrc1ugh
better living conditions, generates income through the operation of small
home-based businesses and renting rooms, and contributes to skill
development. However, public resource constraints are now 80 severe that
governments must increasingly limit their support for the achievement of
shelter goals to those activities that cannot be carried out by the private
sector or for which the private sector has no incentive. Those activities
include acquiring land for development, securing tenure, supplying basic
infrastructure, establiShing appropriate planning standards, and facilitating
the mobilization of domestic private financial resources for housing
construction.

As problems of urbanization have been defined in a more encompassing
manner, so too have the kinds of activities appropriate for capital and
technical assistance. Even where A.I.D. is providing only technical
assistance, activities have wide impact on urban development. In fact,
technical assistance has frequently been the appropriate means by which A.I.D.
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can initiate activitiel that help determine a role for urbanization in
national development.

A.I.D. can provide assistance to urbanizing African countri.s in,
inter alia, the preparation of national urbanization policiel; the improved
management of local governments and public utilitiel; the improve~ ~apacity to
lenerate local reso~rces; effective cost recovery ••actices; lupport for
formal and informal private sector activities; reduction of infractructure and
land development standards; maintenance of infrastructure IYltems. and the
financing of construction of productive iacilities, lerviced land for shelter,
and urban upgrading. An \exc'etlent strategy to meet these objectives is a
sector lending program that encourages sectoral policy changes.

Hanagement traininG for local lovernments improves municipal COlt
recovery and municipal service deliv~ry. As .trenlthened municip.l manalement
enabl~s fiscal decentralization to occur, programs in local relource
mobilization become increasingly important. Local resource mobilization
policies are in part based on analyses of local tax bases, infrastructure
tariff structures, and local debt capacity.

Urbanization places great pressure on land markets to provide
serviced land suitable for industrial and residential development. Programs

~ in urban land managemeni~lead to appropriate standards for l~r.d development,
inventories of public and private land holdings'~ and cost-effective cadastral
systems that make land markets function more Imoothly and provide the basil
for property taxation in lupport of municipal development. .'

A.I.D. urban development programs also encompass activitieG that
support employment generation in both the formal and informal lectorl. Small
busineslJ programs lenerate local resources that contribute to the fbcal
requirements of decentraliz/&tion efforts. These activities include lending
programs for credit unions, building societiel, and coarnercial ~nk.., and
training programs in small business management.

Sites and services and urban upgrading programs are important
physical components of Qn urban development prolram. Land and infrastructure
development for prOductive and residential use provide an application of
sector lending programs that seek policy changes to improve the land.
infrastructure, and credit delivery systems.

With the support of Regional Housing and Urban Development Offices
(RHUDOs), A.leD. has already begun moving in new program directions in lupport
of the· above agenda in Africa. USAID/Kenya and USAID/Cote d t Ivoire are
developing sector lending programs that build urbanization opportunities and
re.ources into agricultural development. USAID/Kenya is focussinl on ~arket

~evelopment to encourage increased agricultural prOductivity, enterprile
development, employment generation, production specialization, and increa.ed
trade. The USAID/Cote d' Ivoire Secondary City program finances revenue- .
generating facilities, training programs for municipal officials, equipment
for municipal public works departments, simplified cadastrallurveyl,
improvements in tax collection procedures, and surveys of market vendor. for
local tax collection purposes. The p~ogram also supports analyses of economic
linkages to identify urban-based investments which support development of the
agricultural sector.
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Hiltory has shown a relationship between riling urbanization and
economic development in every country. Increases in agricultural productivity
have traditionally been a.sociated with urbanization. There i. a need to make
the activities which take place in town. and cities more economically
efficient, locially responsible, and Gupportive of the rural-based activities
to which they are related. Increased collaboration among urban specialists
and policy makell will improve the understanding and design of projects and
programl which ta~e advantage of the economic growth opportunities present in
urb&n areas.
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UiBAHIZATIOH II AFRICAN DEVELOPMENT: ISSUBS AIJD OPPORTUNITIES

1.0 INTRODUCTIOH

'!'he purpose of this paper is to articulate ways in which urban
seetor policies and programs support Africa's economic restructuring and
agricultural and human resources developmen~ objectives. The t~rget audience
is policymakers thrQughout A.I.D. familiar with African development issues but
less so with the issu~s and opportunities of African urbanization.

The paper adopts a broad definition of urban development policies
and programs. As to defining the size of urban communities, from a practical
point of view, thi s paper adopts the United ~ations/World Bank standard of
"settlements with 5,000 or more people," since the more generally available
statistics are based upon such a definition. It -"auld be useful to add to
that standard: "at least 50 percent of the workforce engaged in non
agricultural activities" <as Botswana does) but the required data are not
normally available.

. An objective of·:t.he paper is to discuss the scope of urbanizatio~ so

. ·that it will be responsive to current priorities. It should be pointed out
that A.IoD. 's urban scope ~,as already been broadened. It now encompaues,
besides traditional population, health, and education activities with
significant urban impact in their service delivery areas, a Dtrong focus on
employment generation activities; informal lector businesses; priv~te resource
mobilization; the provision of revenue generating facilities such a. bus
stations, market facilities, and slaughterhouses; the privatization of
municipal services; a land and infrastructure approach to shelt~r provision;
upgrading existing sites; programs in secondary .nd market towns rather than
just the primate cities; municipal management, including revenue generation;
and technical assistance and training supporting the public and private
institutions involved in these activities.

The paper suggests that increased collaboration among urban
specialists and policy makers within A.I.D. will facilitate the understanding
and design of projects and programs which take cdvantage of the economic
growth opportuni ties present in urban areas. History has shown a linkage
between rising urbanization and economic development in every country.
Increases in agricultural prOductivity have traditionally been associated with
urbanization. In Africa IS case, macroeconcmic· policies are often biased
against improvements in agricultural prOductivity and in favor of the the
better-off city dwellers. Towns clnd cities, however, have become increasingly
inefficient due to a lack of social and economic infrastructure. Neverthe
less, urban areas continue to be more attractive than rural areas to
businesses and job seekers. There is a need to make the activities which take
place in towns and cities more economically efficient, socially Tesponsive,
and supportive of the rural-based activities to which they are linked. '

This report bases its case for urban sector initiatives not on the
rapidly growing urban population needing support, but rather upon the crucial
role that the sector plays in the achievemp.nt of overall development
objectives.

'f



The authorl of thil paper ba.e their findings on dilcullionl with
A.I.D. Africa Bureau, Housing and Urban Programl, and Science and Technology
Itaff in Washington and in Africa. Numerous Icientific paperl and memoranda
on African development were reviewed and many experts conlulted (see Relources
and References).

The report begins by setting the context of urb*nization trends in
Sub-Saharan Africa (referred to as Africa). Section 3.0 cuntinues with a
dilcu.lian of A.I.D.'s overall African economic and loci'l prioritiea in terms
of their actual or potentiat urban content. Urbanization and the sequencing
of development is discussed in Section 4.0. The more important urban
development themes a~e outlined in Section 5.0. The final section presents
options for A.r.D.responses to urban development needs in terms of stage of
development and other country specific characteristics.

:.
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2.0 URBANIZATION II AFRICA

This section provides a bricf summary of urbanization ti"ends in
Africa: the relationship of urbanization to overall development; the condition
of infrastructure in primary and secondrry cities; and recent pr~grels toward
structural reform of macro~economic policies.

2.1 Urban Growth

Hare and more people are directly depende:!llt on urban service. and
employment opportunities. While the level of urb'anization in Africa (at
25 percent of the total population) is less than in other continents, urban
population growth rates are high. At an average of six percent per year, they
are higher than any other continent ever in history. One in seven persons
lived in urban areas in 1961. One in four, or over 100 million people, live
in towns and cities today. The figure will be well over 200 million by the
year 2000, when 40 percent of the region's population will live in urban
settlements.

One very comprehensive study's vision of the distribution of
Africa's larger cities in ·the year 2010 is shown in Figure 1. In 1980, Sub
Saharan Africa had only,·ten cities with more than one million people and 28
with more than 500,000. According to this study, the region will h~ve over 68
cities with populations of more than one million by 2010, when there will be
about 124 cities with more than 500,000 people (Une Imag.e a Long Terme de
L'Afrique au Sud du Sahara, 1984).

Cities and towns are attractive mainly because of their economic
strength. They do not exist by default. Despite the deficiencies in basic
infrastructure and social services, capital cities and secondary town. are
typically full of economic life, particularly in the informal sector where the
poor and recent migrants work. Crowth and economic activity rates are high,
even against a background of poor infrastructure and inefficient city
management. Improvements in urban manage.nent and investment in urban lector
projects will have high rates of return and will therefore contribute
significantly to national economic development.

Towns and cities in Africa are important engines of growth for
macroeconomies, incubators for innovation and new enterprises, and crucial
sources of new employment. The "value added" of the urban work force is
generally much higher than t.hat of the rural work force. For example, non
agricultural activities in Zimbabwe account for 74 percent of wage employment
and 85 percent of CDP; the 48 percent of all employees who live in Zimbabwe's
seven major towns earn 67 percent of all wage incomes. The five percent of
Burundi's population living in urban areas account for two-thirds of the
marketed CDP. Capital cities are particularly important: one-third of Kenya's
and Zaire's COPs originate in Nairobi and Kinshasa respectively.

Urbanization is positively correlated with the growth of the
"modern" manufacturing sector. There are also many instances of poSitive
associations with agricultural growth. According to ILTA (Une Image a Long
Terme de L'Afrique au Sud du Sahara) data, agricultural value added per capifa
of rural population rose between 1970 and 1980 in almost every country in Sub
Saharan Africa. This is not surprising since towns are distribution centers
for inputs as well as major markets for agricultural produce.

3
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Figure 1

MAP OF THE LARGEST CITIES IN SUB-SAHARAN AFRICA !N 2010
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L'Afrlquo .u Sud du Sahara
(ILTA),Commlsslon des Communautes
Europeennes,Janvler 1984.

Note: ILTA projections hIve been adjusted to
take .ceounl of recent data on growth trends.
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Urban centers, because they senerate such a large proportion of I
total value added, are the origin of much of the finance for the development
of the country as a whole. Many studies have shown, in fact, that the non
agricultural sector pays a larger ahare of taxes. (See, for example, Bird and
Hiller, 1984 and Prud'homme,. 1984.)

The underlying causel of rapid population growth are complex. High
fertH ity accompanied by falling mortality resulted in Africa '. population
growing faster than that of other resions. The more rapid urban population
growth includes high natural rates of increase and substantial net in-migra
tion. This population momentum continued even when per capita gross national
product growth, in urban and rural areas, slowed to 1.3 percent in the 1960'"
0.7 percent in the 1970's and experienced absolute declines in the 1980', •
Migration has clearly been the difference between the urban and rural
population growth rates and this in turn may have been affected by
macroeconomic policies that have favored urban dwellers.

Migration has been volatile. The net migration into urban areas is
made up of considerable in and out migration. This highlights the close
connection between urban and rural areas, one of the major themes discussed in
the following s~ctions., ~t is iJ~teresting to note that in a number of Af~ican

:. countries the growth rate:'of the primate city (e.g. Dakar, Abi.djan) has been
declining in recent years, while the growth rates of many secondary cities
have been exceeding that of the primate city.

r •

Some of the characteristics of urbanization in Sub-Saharan Africa
compared with other developing countries .re illustrated in Figure 2. Urban
population growth rates are higher overall. The same is true of primacy, the
concentration of the urban population in the largest city. The urban pro
portion of the total is compar~tively low. A corollary of this is that agri
cultural employment as a proportion of the total is very high and industrial
employment low (see a180 De Cola, 1986).

2.2 Infrastructure and Urban Growth

Rapid urban population growth has resulted from the responses of the
private sector -- households and businesses -- to the inherent attractiveness
of towns and cities. In this context, public policies decisions are made on
public expenditure on urban infrastructure and services. The severe
deficiencies in urban, inter-urban and urban-rural infrastructure programs
will be discussed in this section. The overall policy or&vironment, and
structural adjustment will be discussed in the next section.

Most of Sub-Saharan Africa suffers from a severe deficit in the
quality, quanti ty, and maintenance of major infrastructure aystems. The
effects of this deficit, in the face of high rates of urban growth, raise·
major concerns for the future of African cities· and their hinterlands.

In Zaire urban infrastructure and services reach less than one-half
the urban population. Further, the existing base is eroding from lack of
maintenance. Kinsha!t:i and the major secondary citie.s (Kananga, Lubumbashi,
Hbuji-Mayi, Kisangani and Bukavu) have infrastructure meant to serve only a
fraction of the current populat ions. New neighborhoods generally have no
paved major access l.'oads, drainage, electricity, solid waste disposal, or
public transport. Lack of paved access roads inhibit maintenance services for

5
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Figure 4

A Comparison Between Sub-Sah"aran African
and Other Developing Countries
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all types of infrastructure. There are only 2,000 km of paved urban road. in
Zaire. Without drainage chan~elsr tevere floQding in the rainy .ea.on
accelerates the deterioration of the remaining streets, washes away mud
houses, and mixes potable water and .e"age.

In Lagos, similar deficiencies exist in all systems (Hamer, 1986).
Vast areas still have inadequate power; .,utages are frequent. There it a
serious lack of arterial and feeder roads; pavements are in poor condition.
Much of the city is inadequately drained or not drained at all, relulting i~

severe flooding. Water distribution suffers from bottlenecks, lack of
tertiary networks, and poor maintenance. Hajor secondary centers, auch a.
Ibadan, Kano, kaduna, Benin City and Port Harcourt suffer similar or worle
deficiencies.

Similarly, in Accra, half the population lives where little infra
structure is available. Poor maintenance exacerbates the problems; paved
roads and dr~inage systems are seriously deteriorated. Cities in the
Cameroon, Senegal, and Mal i face similar situations. And, again, if condi
tions in the primary city are deficient, secondary cities face even more
severe problems.

" Almost, no ci ty. ,':in Africa has managed to expand infr41structure to
acconunodate popula.~:i.on growth. Nairobi and A1?idjan have achie,'ed more than
most. In these cities, the problem of maintaini~ the existing system i. the
major issue, and often maintenance has been neglected. Fift:y percent of
Nairobi I s population do not h~we access to basic urban .erVictls. Uniquely,
aome of Zimbabwe I s towns anel c:itie!l are well managed. The primary
infrastructure is Iargply in place; thus investment i. required primarily to
accommodate growth and maintenance.

There are a15"" severe weaknesses in inter-urban and urban-rural
linkage infrastructure, particularly roads, b~t a110 telecommunication.. For
example, the condition of roads linking Kumasi in Ghana tD it. rural
hinterland are so bad that transportation cost. for timber and foodst~ff. are
about twice as high as they should be. Hany countries have good road
networks, but the roads are in poor condition. Maintenance hal been
neglected.

Measuring the impact of inadequate infrastructure is difficult.
Clearly, lack of infrastructure cau seriously undermine the efficiency of
public and private enterprises. Some attempts have been made to quantify the
overall impact of this inefficiency (see for example, Lee and Anas, 1987).
The type of impact depends on what type of system or service is lacking.
Power and water, for example, are direct factors of production. Roads and
drainage, public transportation, and communications impact both labor .upply
dnd distribution of products. Land and housing market development impact
locational decisions as well as household veIl being. Provi.ion and
maintenance of local infrastructure requirements is enhanced by national
decentralization policies and local resource mobilization, by b~inging what is
needed closer to those who might be willing to pay.

Thus the "costs" of poor infrastructure affect the economy in
numerous ways. Enterprises that might have come into being have not done
so. Those that exist are suboptimal in size, utilize inappropriate
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t~chnolo8Y, and/or face higher than neceuary working COltl. For example,
lubJtitution of private infrastructure by the enterprise itself (e.g.,
I~n"~atorl, security lua~ds, wells, communication. systems) impole undue
burdens on those businesses. As a consequence, enterprises may not be able to
expand to the size necessary to take advantage of economies of scale. In
addition, as discussed in Section 5, lack of infrastructure in secondary and
market towns is a major factor inhibiting the realization of urban/rural
link.ag~s. Finally, in larger cities, losses Item from an inability to take
advantage of so-called agglomeration economies (the ability to have
simultaneous ""access to the correct inputs, types of labor, credit, com
municetions, and so forth).

2.3 Structural Adjustment and Urban/Rural Development

Most African economies are undergoing "structural adjustment." This
usually consists of "setting the prices right", better fiscal and monetary
discipline, encouraging private savings and investment, and strengthening
economic management generally. Part of structural adjustment is likely to
change the terms of trade between urban and rural based economic activities
and households. Agriculture will tend to receive more, or more effective,
attention under the structural adjustment regimes than in the recent past.
One goal is to remove what has been called "urban bias."

It is ,,'orth examining urban bias and its consequences. What it
might mean is db.cuned in Box 1. The bias and ita consequences vary by
country. African countriel have pursued very different macroeconomic
policies. For example, one study asselsed price rli~tortion. in 31 countries
(see Hamer, p. 44; Agarwala). Three African countries were among the eleven
with the most price distortions (Tanzania, Nigeria, and Chana); th~'ee were
among the ten with the least price distortions (Kenya, Cameroon, and Malawi);
and three were in the intermediate uroups (Ethiopia, Ivory Coast, and
Senegal).

Kenya and Zaire illuminate the contrasts that can exist in
macroeconomic policies. Kenya's policies v.ere always relatively more free of
"urban bias". In Kenya, both Nairobi and secondary cities have Ihared in
urban growth and it is felt that this growth was not induced by urban price
distortions. For example, urban areas do not receive food subsidies, urban
wage increases are ccntrolled, and public transit fares and water tariffs are
not subsidized. In addition, Kenya has always had·a spatial investment
strategy whereby resources were allocated on the basis of population. There
are, however, cases of subsidy by default: while water fees are not actually
subsidized in Kenya, they are frequently not collected, thereby subsidizing
water consumption. Similarly, to the extent property taxes *re not collected,
urban land and urban service consumption is subsidized.

Zaire, in contrast, has lince 1983 been undertaking reforms in
exchange rates, agricul tural prices, and parastatats, designed to help the
country emerge from severe economic collapse. For example, the zaire has been
devalued, trade has been liberalized and tariffs reduced, controls on interest

8
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Box 1

URBAN BIAS

What il "Urban Bi....?

It is widely alleged by students of African development
continent has become overurbanized. Too many people live in
cities, particularly --rn the capital cities, given the
developmf!nt.

that the
town. .nd
stage of

There is some evidence to support this. Although urbanization as •
whole is not higher than for other countries at similAr stages of
development, the concentration of the urban population in the capital
cities of low income countries (not middle income ones) is higher than
in other cor:i"tinents: the proportion was 41 percent in 1980 for low
income Sub-Saharan countries, and 16, percent for all low income
countries (the Africa/all developing eountries ratio was sliChtly
higher in 1960, before most African countries had gained inde
pendence)~ The urban population growth rates are very high. At six to
seven percent per annum, they exceed any other continent's urban
population growth rates :.at any time in history.

-,'

It is said that the urban population growth.rates are so high because
the newly independent national governments ~nd their COlonial prede
cessors favored urban dwellers largely on political grounds ~ The
leadership came from urban areas, and certainly lived there. In .ddi
tion there was a need to centralize authority in the capital city to
counter the threats of tribalism. Public expenditure and pricing poli
cies are said to have been used to achieve these political objectives.

Urban bias is difficuft to define and measure. Policies leading to
urban bias have included: protection of inefficient, high import
content industries; high taxes on agriculture; excessive formal lector
w8ges; lack of incentives for rural production; excessively large
public sectors, including dependence on parastatals; excessive ~lloca

tion of investment resources to urban areas; and overvalued exchange
rates, tending to favor the purchases made by urban dwellers. These
pol icies are presumed to have distorted allocations between sectors.
The appropriate response to these policies is "getting the prices
right". However, considerations such as the spatial focus of overall
development policies are also important.

To demonstrate net urban bias, it may be necessary to measure the
revenue and expenditure streams. One must ~ake into account where
public expenditures were made, which people in which locations
benefited from a given pricing policy, and where the public revenue
came from to pay for the benefits. In addition, one would like to know
what would have happened in the absence of supposedly biased pricing
policies.

9

~-



rates and prices have been eliminated or reduced, budget deficits have been
attacked and many parastatals have been privatized, eliminated, or reorgan
ized.

Zaire is certainly not alone in its endeavors toward structural
reform. It is expected that future urban policies, including decentralization
and development of secondary towns will increasingly take place in a freer
environment •

. .,
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3.0 AFRICAN DEVELOPKEHT PRIORITIES

Overall A.I.D. African economic and social development priorities
will be interpreted in this chapter in terms of urban sector policies and
programs. The principal priorities ~utlined by Africa Bureau staff and in a
number of Africa Bureau memoranda l are: economic restructuring, agricultural
dev~lopment lind human resources development. The urban policy and program
themes themsel\Tes will be highlighted in Chapter 5.

1. Economic Restructuring

, .,

•

•

Public finance: Municipal finance is an urban sector con
cern with revenue as well as expenditure consequences. The
removal of taxes on agriculture as part of structural
adjustment means that more revenue must be raised from urban
areas if government finances are to be brought under control
(especially for countries dependent on agricultural
exports).

Role of the public and private sectors: In the urban sec
tor, as in others, the role of the public aector is now seen
as that of'a facilitator of private sector activities or at
least a partner in the delivery of urban services. For
example, governments are urged to distance themselves frolf.
the product ion of housing and limit their activities to
critical inputs such as land, primary infrastructure, and
finance.

•

• Self-sustaining developlDeot: Cost recovery leading to the
reduction and eventual elimination of subsidies means that
housing and infrastructure programs can be lelf
sustaining. Similarly, municipalities are now being urged
to become more resourceful in raising revenue. Full cost
recovery is of course difficult in projects for low income
groups. Local communi ty organizat ions and NCOs can have a
role to play in these situations.

• Private sector industrial initiatives: Support for the gen
eration of off-farm employment opportunities will become
more important as population and agricultural prOductivity
(output per unit of labor) rises. Backward linkages from
agriculture to urban areas (processing) will also be
emphasized to generate more value-added close to the p{lint
of prOduction (and in-country). Backward linkages from
rural to urban areas are to a large extent dependent upon
the availability of credit, local entrepreneurs, good road
networks, electricity, etc. The informal sector is invari
ably the most lively economically in Africa, and it employs
the great majority of urban dwellers, including those in

ISee particularly two A.I.D. papers entitled U.s. Assistance Strategy for
Africa (June 1986 and June 1987).
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construction activities. It allo tends to have strong link
ages wi th a town's rural hinterland. 'there have been some
very successful informal secCor support projects around the
world (but few in' Africa). Their lessons must be applied in
local African contexts. Some of A.I.D.'s urban sector
initiatives in Africa (for example, Kenya) have provided
infrastructure for small businesses. The informal sector
also has an important role to play in absorbing labor made
redundant through reductions in civil service staffing and
the' cut-backs in employment in public enterprises; both
those segments of the labor force tend to be located in
towns and cities. A.I.D. 's shelter programs have given
support to microenterprise development. since many small
businesses operate from residences

Correcting price distortions~ These have been the root
causes of what has been called urban bias, thought to be a
particularly severe phenomenon in Africa. (What urban bias
might mean is discussed in Box 1.) Overvalued currencies,
low producer prices, and interest rates below the rate of
inflation have all favored urban dwellers and activities
located in urban areas •. Prices have been distorted in urban
areas: many. parastatai-"s charge less than costs and market
prices; beneficiaries pay less than the cost of services.
The informal sector, which employs the great majority, and
almost all the poor, receive no such support. Correcting
price distortions will result in the correct price signals
being sent to urban households and businesses and can
improve long term cost recovery on urban projects.

• Free-up markets: Some of the most "free".rnarkets are to be
found in the informal urban sector. We need to know more
about how those markets work to be able to find the best
ways to support private sector growth in urban areas. At a
national level, freeing up markets can lead to a more
economically efficient allocation of population and economic
activity between urban and rural locations. In urban
loca t ions, thi s means between market towns, secondary towns
and the primate city; the first two will tend to benefit
more than the primate city.

• Domestic resource mobilization: In t.he long run, improved
domestic resource mobilization is the only way to overcome
Africa's severe debt servicing problems and still meet the
continent's urgent investment needs. In almost every
country in the world, urban areas are the most itr.portant
actual or potential sources of domestic resources; they
become more important as development progresses. Tools to
increase the local resource base include, for example, land
valuation, sales registration, licenses and permits, and
service fees.

• Public management reform: While cities are growing so
quickly, the institutions responsible for running cities are

12
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very "!ak. Local government is even more poorly lupplied
with well qualified managers and ~rofessionals than central
government. The quality of staff needs to be improved. At
the same time, the quantity of local as well as central
government staff may have to be reduced. It should also be
noted that African civil service employees tend to receive
free or highly subcidized houses; other methods of compensa
tion may be more appropriate •

Decentralization: In the context of this p8~er, decentral
ization means giving more political power to mayors and
tocal councils; giving them more responsibilities; and
giving them the right to raise funds locally or keep a
larger proportion of the funds collected on b~half of cen
tral government. An exploration of the meaning and feasi
bility of decentralization is crucial to the effective
development of secondary towns in support of agriculture.
A major problem is that whereas most central governments are
prepared to announce policies in support of decentraliza
tion, few relinquish significant political and revenue rais
ing po~er. Hanr.:"governments are now demanding that munici
palities take on more responsibilities without the trained
manpower and resources needed to carry out these tasks. And
decentralization is greatly constrained by the. lack of
skilled staff. In some instances, more effective central
ization may be necessary until major training programs make
significant impact.

• Intra-regional trade: The hinterlands and natural trading
partners of many African towns and citiec., parti.cularly sec
ondary tcwns, are frequently in other African ~ountries

rather than the towri'l own country. There is lIubstgntial
illi~it movement of goods, all well as people, across bord
ers. Macro-economists want to encourage more intra-regional
trade, preferably legal (in the interests of augmenting
government revenue), since very small proportions of the
continent's (formal) trade is among its nations. Secondary
towns will be the "hubs" of this trade.

2. Agricultural Developmeot

• Production: A principal Objective of all donor activity in
Africa is to reverse the continent's rising dependence on
imported food. Until recently, per capita 'output of food
has been falting in most countries. This is a particularly
serious matter in a continent in which most people depend
upon agriculture for their income. Last year's UN Special
Session on Africa identified "agriculture as the leading
sector." Policy reforms are now being introduced to
encourage the development of more settled and productive
agriculture. Settled, modern agriculture requires more
support from towns than mobile, 'bush/fallow agriculture.
Towns are markets and sources of inputs. Recent World Bank
and IFAO studies have shown that agriculture tends to be

13
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more productive (and more settled) closer to towns and main
roads (leading to towns). Some experts take the extreme
view that support for urban areas is the best way to promote
agriculture since the farmer's primary requirement is a
growing market. It is clear that efficient, growing cities
have a very important role in increasing agricultural
production. A new thrust of A.I.D.'s programs il to improve
agricultural marketing which to a great degree take place in
secondary and market towns.

There are other impacts of agricul tural reform on urban
locations. Price reforms may reduce (but not eliminate)
migrdtion rates from rural to urban areas since output will
grow and settled agriculture requires more not leis labor. in
its early, pre-mechanization stage. In addition, privatiza
tion can generate business activity (and employment) in
urban as well as rural areas. Parastatals tend to be highly
centralized in capital cities.

•

."

Batural resources management: Thi13 includes urban as well
as rural land and, in. this context, is particularly con
cerned with the fring~.s" of towns where the transformation
from rural to urban uses is taking place. Two key resources
are land and water. One problem with urbanization in Africa
is that cities tt!nd to sprawl at much lower population
densities than characteristic of Asia and Latin America.
This is because standards for plot size, circulation, and
open space are inappropriately high. Improved urban
planning would reduce land needs. That would in turn reduce
the rate at which valuable agricultural land is lost to
cities. (Denser development would also reduce infra
structure costs.) With respect to water, many utilities do
not charge urban dwellers the real marginal cost of
supplying water. As a result, many towns are expanding
beyond their ability to pay for water. This scarce resource
is being depleted too quickly.

3. Human Reso~rce Development

• Training: Human resource weaknesses are apparent in all
sectors. They are particularly serious' outside capital
cities, in secondary and market towns. Urban institutions
are poorly managed. ~ key to effective decentralization is
major training programs for local government. Tra~ning

should' inclUde policy (part of the "policy dialogue"), skill
level training, and institution building. There are also
general educational needs. Although access to primary
education is improving, many urban as well as rural poor
remain illiterate.

• flealth: Many diseases seem to begin in and spread frorrl
towns. This applies to the most serious diseases8uch as
AIDS, as well as childhood diseases such as measles.
Tertiary health care tends to be concentrated in the larger
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towns and is another source of "urban bias. II But this con
centration hardly benefits the urban poor who would, like
their rural counterparts, prefer better primary and second
ary health caJ'e. Health is partly an urban infrastructure
issue: not just a matter of clinics but also improved water
supply and sanitation. And these often depend on a reliable
power supj:;ly •

Population: Many African countries have among the highest
population growth rates in the world. In this context,
urbanization is helpful since birth control programs are
more successful in urban areas. It is there that
opportunity costs prompt large families to utilize f~mily

planning programs.
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4.0 THE unBAR ROLE III THE SEQUENCE OF DBYBLOPMEHT

K_ny urban theme~ have been referred to above. Before discus~ing

the main ones, the urban role in the sequence of development will be
outlined. This will help to identify some of the mechanisms in Africa's
urban-agricultural relationships It will also be useful to help identify at
what stages governments and donors should consider different policy and
project interventions.

Urba'nization is £n important part of the overall development process
even in countries where the great majority of people depend upon agriculture
for their livelihood and where agriculture is the leading economic sector. In
fact, the development process consists of the promotion of efficient
urbaniz4cion and the introduction of more productive agriculture; the two go
hand-in-hand.---

The stages of development in terms of agricultural and urban
activities are illustrated in Figure 3. The implied chronological order of
development is of course not at all rigid; rather, it is'is important how each
stage is charaterized. An important element of that characterization is the
availability of physical infrastructure to support expanded economic growth.

SUge 1: Sub8isteD~'~ Economies in which almost everyone is
engagea in agriculture and whe're markets are local are at this stage of
development. They include countries luch as Rwanda and Burundi, some of the
Sahelian nations, and some regions in almost all African countries. Only two
percent of Burundi's population and five percent of Rwanda's live in urban
locations. Agriculture is primitive. Fertilizer COi.18UTtion (a measure of
agricultural productivity) is very low in both countries. The manufacturing
sector is very small. The few urban locations are centers of administration
and some trading.

Stage 2: Emerging Local Markets. The next stage in the process
takes place when urban markets begin to ~xpand and agricultural productivity
(output per uni t of labor and land) begins to rise. It is not simply that
agricultural productivity rises and surplus labor moves into towns. First of
all, productivity will only rise if there is demand outside rural areas. This
could be for export, but since very little of Africa's agricultural output is
destined for foreign markets, the main source of demand tends to be local
(within the region or country or across a border in the same econpmic
region). Secondly, the initial settling of agriculture (farmers using the
same land, rather than following a pattern of bush/fallow) requires more not
less labor--to clear the land, w~ed, and so on. So initially, there might not
be a surplus to move into to\ms; yet an expanding urban market is needed to
give farmers the confidence to sett'.e and invest. At this stage, villages
ezpand into market towns, still very closely linked to agriculture, and the

lFertilizer contumption averages 58 hundred grams of plant nutrient per
hectare of arable land in the low-income African countries. The average for
alt low-income is 197 and for middle-income African countries 365 (World Bank
1986) •
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capital city exp'ands as the most attractive location for businesses seeking to
diversify out lof agriculture into service ••nd manufacturing activities.
Primacy rises rapidly •

Most low-income African countries are at this stage. Only two with
populations over one million have, less than 60 percent of the labor force
engaged in agriculture. In more than half the countries the proportion is
over 80 percent. The proportion of the total population resident in urban
areas averages 23 percent for the ~ow-income Afl~ican countries. Primacy (the
proportion of the overall urban population that lives in the capital or main
city) is high in Africa's low-income countries: it averages 45 percent. At
this stage, towns and cities are mainly trading, service and administrative
centers. There are a small number of large formal sector enterprises (often
state owned andlor in joint venture with foreign partners) and hundreds or
thousands of microenterprises.

Stage 3: Increasing Agricultural Productivity. Many African
countries aspire to this stage. The majority of the people still work on
farms, but now well over a third of the people live in cities. A higher
proportion of agriculture is "commercial farms", not necessarily large, but
oriented to commercial production. Th~ microenterprise sector in towns
remains highly active, and manY,·of.the participants will loon be managing
subst~ntial enterprises. The urban market for .lgricultural produce is growing
rapidly. Host of th~ r.ational value added is being produced in towns.
Although primacy continue:sto rise, some secondny towns are becoming "primate
cities" in their own right, at a regional level. These tuwns are becoming
major population and economic activity centers, most having strong connections
with their rural hinterlands, with ports, and with the capital city and other
secondary towns. The urbanizat ionlagricul turd output relationship becomes
clearer ,It this stage. Thlere is strong statistical correlation between the
two for the middle-income African countries (but not for the loyer-income ones
where the relationship is statisticallr as random as possible).

The indus trial proport ion of (urban) employment should be r1 nng
strongly at this stage, though in Africa it is generally not. In 1980, nine
percent of the African labor force was in industry; the average for all devel
oping countries was 16 percent. (The African service sector was also smaller
as a proportion of the total, 16 percent compared to 22 percent for all devel
oping countries.) Even for middle-income African countries the average pro
portion was only 11 percent, compared with 23 percent for all middle income
economies. .

Stages 4 and 5: IncreasilDg Industrialization. At stage 4, most
people live in towns and cities. In Africa, this is only the case with
Mauri tius. Over 20 percent of the labor force should be in industrial
employment at stage 4. Agai.n, the only African country to achieve this is
Mauritius. Africa's middle-income countries are not yet at stage 4. Even
those with higher per capita incomes still have 60 to 70 percent of the labor

IThe value of R2 for the correlation between the urban proportion of
total population and the food index (food production per capita now compared
with 10 years ago) is 0.75. The slope of the curve is positive.
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force in agriculture. The relative vealth of the middle income countries i.
derived largely from mineral resources, not from a mature economy in whi,ch
over half the people live in towns and citie••

Since African economies that are moving into these later Itages have
poorly developed industrial and manufacturing employment in towns and cities,
it i. clear that Africa has an 'underdeveloped urban a. ve11 al agricultural
sector.

What do these stages of development mean for governments! The main
thrust of public sector activities is summarized in the penultimate column of
Figure 3 which indicates "infustructure needs". At stage 1, those needs are
fev. But in order to progren to stage 2, investment in local linkagel i.
necessary. Then during stage 2, when the capital city is growing rapidly, and
will h8.v~ 40 to 60 percent of the total urban population, iu urban infra
structure needs rise. These linkages, together with the urban infrastructure,
form the basis for an increasing contribution from urban-based activities and
rising agricultural prOductivity. During stage 3, there needs to be a rela
tively streng focus on set:ondary towns, once mar.ket towns, but nov major
centers of economic activity. There continues to be a need to improve
communication of all kinds ',al the market economy spreads and becomes more
eo~plex. .,"

Stage 4 is the decentralization phase, although initial .te~s should
be taken in that direction during stage 3. Less central government
intervention is appropriate. Not only is there now a growing indigenous
business sector (not just microenterprises) but local autborities have the
economic basis for controlling their own development in terms of railing fundi
locally. Also, they should have the necessary institutional skills. To move
from stages 3 to 4 and make decentralization effective, major training
programs will be required. Secondary town and regional development .hould
proceed; regional resources must be raised to support that development. Late
in stage 2 and in st~~e 3, central governments should relinquish lome control
to local authorities. It is at this point that donors should focus on local
authorities rather than central government.
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5.0 UiBAH PROGRAMS TO PROHOTE DEVELOPMmIT

Some ways in which' urban programs and policies can help to overcome
weaknesses in the sequence of development--and therefore support the economic
restructuring, human resources, and agricultural development priorities in
Africa--will be discussed in this section.

5.1 Secondary aDd Market Town Development

The development of Africa's secondary and market towns will be a
~ajor focus of the next phase of the region's urbanization. Secondary and
market towns are the spatial focus of the long term relationship between
urbanization and agricultural developm9nt.

The interdependence of urban and rural populations in Sub-Saharan
Africa is striking. On a regional b:uis, an estimated 70 percent of urban
residents are linked to the agricultural/rural sector, while in towns between
2,000 and 5,000 people, 90 percent may be linked in this manner (Cour,
1984). Studies of market centers and small towns in Sierra Leone, the
Philippines, Thailand and Malaysia have shown that such urban areas have grown
as a direct consequence of the, commercialization of agriculture in their
surrounding region. Cibb found ~~at three-quarters of the employment in these
urban 'centers was the result of activities dependent upon agricultural income.
(Cibb, 1984). Almost all African countries are at 'a nage of development
where the majority of the workforce will be engaged in agricultural activities
for many decades.

Anecdotal evidence suggests that there is a linkage between improved
urban infrastructure and rising agricultural prOductivity. The World Bank is
financing a study to collect data on the quality of infrastructure and
aervices in secondary towns and associated agricultural performance over a
long period of time and in many locations. It is not difficult to observe
that some secondary towns are growing very rapidly because their agricultural
hinterlands are now prospering. Hore attention should be paid to secondary
towns now for many reasons: (a) their role in agricultural processing, market
ing, storage, and distribution; (b) they may have been neglected in the past;
(c) their hinterlands may be prospering Vlore so than in the past; and (d) de
centralized decision making and resourcl::! mobilization should reflect local
needs.

It is important to understand the nature of urban-rural linkages.
They can be observed in a number of ways - through the flow of money, goods,
and people. The basic linkages can be expressed as follows:

a. the demand by the rursl population for non-food goods;
b. inputs and services to agriculture;

·c. the demand by urban dwellers for food.

The first two depend very much on the demand for agricultural
output. The first is highly income elastic; generally about 30 to 40 percent
of rural household budgets are spent on non-food goods. If policy reforms now
underway greatly increase the demand for locally grown food and leave a larger
proportion of the expo~t crop surplus (export price minus the price paid to
the farmer or local wholesalers) in rural areas, then these two linkages will
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be greatly strengthened. In fact, making the second linkage stronger ia a
necessary precondition for an appropriate supply response on the part of
farmers to increases in farmgate prices.

The increases in rural incomes brought about by improved
accessibility to markets ahd rlSlng agricultural productivity lead to much
highe~ levels of activity in secondary and market towns. The rural poor have
a very high average propensity to consume (typically 70 to 90 percent of their
incomes). The income and price elasticities of demand are high at low levels
of income. Low income households consume products and services produced
locally rather than from distant cities or imported. Therefore, increaled
rural consumption due to increased income will tend to diversify the
manufacturing and service sectors in market and secondary towns, and create
substantial off-farm employment opportunities (Lele,1987). .

The third linkage may be weakened 'by the removal of subsidies for
urban food consumption (an objective of donor policies), but this factor will
be overwhelmed by long term urban population growth trends. The improvements
in agricultural productivity sought' by those responsible for restructuring
African economies will probably owe as much to expanding local markets as to
research into farming systems, new seeds, biotechnology, etc. It is the

.. changing distribution of/population between urban and rural areas that will
I have the most profound impact on agricultural i~comes in the long term. This

will be the case in Africa as it is in every other continent. 1

Long ago economists such as Von Thunen discovered what farmers
always knew: that farms closest to towns were the most profitable. These
farms earned what became known as an "economic rent" attributable to their
favorable location. Over the next twenty five years or so almost all African
farms will come under the influence of urban markets, according to a aeries of
studies sWllD8rized in the ILTA report. The report estimated that in 1950
almost one third of West Africa's agricultural population was effectively
outside the range of urban markets. The proportion is expected to fall to
three percent by 2010. On the other hand, whereas in 1950 only three percent
were strongly influenced by urban markets and located in. periurban
communities, by 2010 almost 40 percent will be.

This spread of urban markets should greatly increase the disposable
incomes of farmers. The ILTA studies estimated that agricultural GOP per
rural inhabitant will rise from $140 i~ 1980 to $238 in 2010, in real terms.
This is a far more rapid increase than anticipated for formal or iqformal
sector urban dwellers. The. incomes of the first group are actually expected
to fall in real terms--this has already happened in some cities as a result of
the removal of urban subsidies. However, the urban formal sector CDP per
inhabitant will continue to be far higher. The 1980 average for Sub Saharan
Africa was estimatoed to be $2,560, over ten times even the informal sector
figure and over 15 times the agricultural average.

1The role of cities as agricultural markets has been articulated by
Rondinelli in a recent article (Cities as Agric~ltural Markets, The
Geographical Review, October 1987). See also Sporrek, Anders, Food Markethlg
and Urban Growth in Oar es Salaam, Lund Studies in Geclgraphy, No. 51, Roy,\l
University of Lund, Sweden, 1985.
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So the growth of towns, together wi th linkages between thf!m and
rural areas, will give essential support to improvements in agricult~ral

productivity and thus help to improve macroeconomic performance.

The barriers to the realization of effective urban-rural linkages in
Africa have been numerous, and inClude:

• macro~conomic polices, including overvalued exchange
rates and low, administered food prices working against
agriculture and rural based activities;

• reliance on parastatals, which by-passed local linkages;

• lack of access to credit;

• lack of intra- and inter-city transportation networks;

.. • lack of market information;

• weak technology support, such es mechanics for farm
machinery repair;

~. lack of other types~ of physical and social infra
structure; and

• insufficient local institutional strength and ability to
ganerate local revenues (see discussion in Hamer; Becker;
Cohen, 1981).

Progress is being made to overcome the macroeconomic distortions.
However, correcting price signals to agriculture is only one aspect of the
issue. "Farmers react to a whole package of incentives, most of which are
linked to the adequacy of urban-based activities". (Hamer, p. 35; .ee also
Cleaner)

Care should be taken in identifying which towns to support. At a
cert~in stage of dev~lopment, locations outside the capital region do in many
instances grow more rapidly than the capital. This can happen with little
direct government interventi~n. Kenya's secondary towns (those in the 20,000
to 100,000 population ur,ge) grew more rapidly than Nairobi and Mombasa
between 1969 and 1979: their share of totel urban population grew from 7 to
31 percent; the shares of Nairobi and HombJha together fell from 70 to 51
percent. Kenya has a relatively neutral population distribution policy and a
good intercity transportation network.

Secondary towns should be 8upported by investment in physical and
locial infrastructure on the basis of their own growth potential rather than a
policy to syphon off capital ci~y growth or to promote "territo'dal equity".
Kenya's largely neutral policy is most appropriate. There, public sector
investment in water and sewerage systems, land acquisition, low-cost housing,
roads and other infrastructure has been roughly on a per capita basis across
all sizes t.,r towns and cities. Only "national" investments sue ... as the
international airport and major hospitals have favored Nairobi and Mombasa.
The outcome of this policy, and local growth potential, has been that the
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secondary towns have grown more quickly, on the basis of local businell
opportunities tha~ the two largest cities (which have nevertheles~ continued
to grow).

A neutral policy does not mean a lack of support. The World Bank'.
Kenya Secondary Towns Project is providing five towns with basic urban
services for 29,000 lower- to middle-income families, credit to low-income
households for the construction of houses and workshops, community facilities
such as markets, workshops, schools and dispensaries, maintenance equipment,
and technical assistance and training for local authorities in programming and
accounting. The theme of the project is "urban centers for promoting rural
growth". A.I.D.' s complementar~' Small Town Development Project is providing
similar services to smaller towns. This project is summarized in Box. 2.
Another World B,ank project with a similar theme is being' prepared for lCivu
Province in Zaire.

The principle that should underlie decisions on where to make public
expenditure (Which towns, which regions, or which parts of regions, etc.) is
to focus on locations where rapid growth is already occurring or is very
likely to occur in the near future as a result of structural adjustment and
changes in macroeconomic "and sectoral policies. The best measure of "need" il
an observation that economic activity levels are well ahead of public lector
service provision. A secondary town where that is true, lCumasi, Ghana, il
described in Box 3. To fulfill that observed need will employ all the public
sector resources likely to be available in the foreseeable future, given the
very high urban population growth rates in many locations. It will allo give
much higher economic rates of return than, for example, developing new loea
tions or promoting slow growing ones.

Resource needs and constraints are also instrumental in shaping
policies with regard to secondary towns and decentralization. In Zaire and
Cote d' Ivoi re, for example, vast contrasts in geographic and demographic
profiles and resource requirements have resulted in different decentralization
approaches. In Zaire, which has a number of very large secondary cities, the
problems posed by lack of infrastructure and communications are overwhelm
ing. Given limited resources, the World Bank has therefore concentrated on
one province thought to have the potential for high pay off--Kivu Province. A
region with tremendous agricultural potential, Kivu lacks basic infrastructure
and has limi ted inter- and intra-region linkages. In contrast, in Cote
d'Ivoire, the dimensions of the resource problems facing the relatively much
smaller secondary centers are simply of a lesser magnitude. Thus, beginning
with a focus on 12 secondary towns, A.I.D. has extended its program to a grand
total of 24 towns. This is described in ~'

The so-called "growth pole" policies advocated during the 1950'. and
1960's largely failed to stimulate the growth of secondary cities or to bind
these urban areas more closely to their hinterlands (Rondinelli, 1983, and
Richardson and Richardson, 1975). To the extent that these growth poles
simply transplanted capital-intensive, export-oriented industries, they failed
to benefit the majority of the surrounding populations or to strengthen the
urban-rural linkages. Also, these pOlicies were motivated by considerations
of "terrilorial equity" and tried to promote with infrastructure-bading
activities in areas that lacked real potential; these locations were not
attractive to business people.
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Box 2

SMALL TOWN DEVELOPMENT III KENYA

Kenya's Fi'fth Plan targeted 17 towns for priority consi~~i""tion. In
1979, the government, in conjunction with A.I.D., deve~oped the "Kenya
Small Towns and Conununity Development Project." This project combines
capital financing with the building of local capacity to plan for, and
meet, the needs of urban development. To date, 15 towns ranginsin pop
ulation from 5,000 to 50,000 have benefited from the program; 11 more
towns have been added to the project.

The town of Karatina in Central Kenya provides an example of what can be
done. This town serves as a produce market center which draws traders
and wholesalers from throughout the country. It has the largest open
air market in East Africa serving more than 20,000 people twice a
week. A newly constructed market, about 1/2 kID from the present market
ar,a, includes 290 covered -"talls, a concrete and tarmac core area,
entrance gates, ticket bays, security lights and improved toilet
facilities. It replaces a market area that had only a few covered
Ital11 and which turned into a muddly field on rainy days. Ttie market
was designed to be affordable, that is, to meet the demand, provide a
service, and pay for itself. After a year in service, the market is
providing a net revenue (after loan, recurrent and maintencance
expenditures) of US$6,OOO to the local authority.

A principal project objective is to strengthen local government. This
strategy has three main element9: development of a new planning
process, training in management, and enhancing self-reliance by more
revenue-generating projects. The new project planning procedures
include greater involvement of Councillors in project identification and
the specification of sources of revenue to operate and maintain the
projects. Training included four week workshops in financial management
covering planning and budgeting, revenue generation, and expenditure
management and control.

The program to strengthen local government proved difficult to introduce
but ultimatley worthwhile. For example, local authorities were given
the responsibility to prepare their Local Authority Development Programs
(LADPs). Unfortunately, since they lacked the skills to do so, Central
Government sent out its own staff to pr~·.,ide assistance. In this way,
local authority staff eventually benefited from central government
guidance. In particular, they began to see tha~ the key to local
autonomy was to have viable, self-financing projects.
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Box 3

KUMASI, CHARA - A LIVELY SEOOBDARY~ WITH POOR IIIlPRASTRUCTUIlE

Kumasi is Chona' s second city and capital of the Ashanti Region <and
ancient Kingdom). It has a population of almost half a million and i, a
major center of communication. Kumasi is instructive because 'it
illustrates a number of characteristics and Bome opportunities for
improvement of African secondary cities.

Its infrastructure is in very poor condition. Kumasi may have the worst
urban roads in Africa--large potholes, road surfaces well below the top of
storm drains. It is rarely possible to exceed 20 mph along any urban
road. Very little garbage is cleared away. Power supply is precaz'ious at
best. Sanitation standards are poor. Water quality is low, e_pecialty in
the low lying flood zones where the poor live (and where the construction
of buildings is actually forbidden, yet thousands live and work).

The local authority lacks the resources to maintain the infrastructure let
alone improve it. Central government has recently given more relJponsi
bility to local authorities, in the spi~it of decentralization. However,
locally raised taxes are hardly sufficient to pay the local authclrity' s
wages, and worse, the~;are hard to collect. Recently the Mayor had to use
soldiers to collect the meager property tax ~hat is based upon land values
of 20 years ago. Citizens do not see why they should pay for services they
do not receive.

Yet Kumasi is a thriving center of economic actvity. It is a demonstration
of the strength of urban/rural linkages; of how urban and rural areas are
mutually supportive. The central market has over 8,000 stalls, and a
permanent waiting list of 1,000. There are many other markets throughout
the city. Agricultur'jl produce flows into the city from all directions:
yams, cassava, lake a1~Q sea fish, tomatoes, meat, and plantain. Consumer. . .
durables come from Atcra and the ports. Secondhand clothes arrlve f:om
Cote d'Ivoire. The1arket supports thousands of small workshops. The~~ is
also a timber indusv~y that processes hardwoods for export. That industry
has also spawned hundreds of small workshops. And, in one of the most
flood prone parts of the city is a metalworking and car repair workshop
area with scores of small scale enterprises.

Hany experts believe that the provision of infrastructure is a precondition
for economic development. Yet in Kumasi the paradox of e~onomic life with
out infrastructure is evident. The response to this paradox is not to
conclude that secondary towns serving low income agricultural areas do not
need infrastructure. It is that they and their hinterlands could be very
much more productive if they were allocated, or were able to raise them
selves, funds for maintenance, upgrading and even additional construction.

Covernments and donors should seek out towns that are succeeding under such
adverse conditions. Projects in those places will give very high rates of
return. In such circumstances governments can also expect to mobilize
considerable local resources. Businesses will be sufficiently profitable
to contribute to the costs of local public services through user charges
and property taxes.
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Box 4

DEVELOPMENT PROJECTS III SECONDARY CITIES:
THE CONTRASTING EXAMPLES OP ZAIRE AHD COTE D'IVOIRE

In the face of growing evidence of the adverse impact on development of
poorly functioning secondary cities, many African nations have adopted
decentralization programs. Zaire and Cote d' lvoire pl'ovide interesting
examples of the differences encountered in the development of strategies
for secondary towns. .

Unlike the majority of African nations, Zaire has five major secondary
cities ranging in size from 400,000 to over a million. Secondary cities
and their development are considered inseparable fr~m the development of
their hinterlands. Although many issues are important, two have received
major attention as crucial to the process: strengthening and expanding
infrastructure and strengthening local governments.

Infrastructure development in secondary cities in Zaire appears vital to
growth in all sectors, including agriculture. The lack of roads,
electricity, water, anu credit severely constrains the non-farm employment
serving the farming corrununities. The central authorities control most
resource decisions. Weak local government, with inadequate tax collection
and'tax bases, prevent the use"of local resources.

Zaire's Kivu province has tremendous agricultural potential. Kivu is also
the most urbanized of the "great lakes countries"; urban areas here are
expected both to help develop agricultural activities and rural settlement
and 6150 to expand the already substantial trade with East Africa. The
World Bank supported plan for Kivu, then, is to undertake a regional
approach with simultaneous action in all sectors. The urban aspects
include an urban master plan, improvement of the technical capacity of
local government ~ improvement of tax and financial systems, and broad
infrastructure development, including transportation, communications, water
and energy.

The context of secondary cities' development in Cote d'Ivoire differs in
two important ways from that in Zaire. First, the primacy of Abidjan is a
major feature of the economy; the city may reach a population of about
2.0 million by 1990, while Bouake, the second largest has a population of
3S0,OOO and only two other cities exceed 100,000. Second, although Cote
d'Ivoire's infrastructure suffers from serious maintenance problems, it is
in ~elatively better condition than that of many other African nations.

Since 1980, the government of Cote d'lvoire has been decentralizing
decision making and revenue generation to local governments. A major goal
is to shift administrative and financial responsibilities to the municipal
ities. Since 1980, A. I. D.. has supported this policy with 8 broad-based
urban project. Activities include municipal financial and administrative
training, cadastral projects for improved tax collection, upgrading,
potable water, sites and services, a performance based incent i ve program
and increased involvement of the private sector. Thus, in contrast to a
single, regional, multi-sectoral planning context for development in'Kivu,
Cote d'Ivoire has followed an urban, multi-centered approach.
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Among the most significant support ,nat government. c~n give to
emerging secondary and market towns and their hinterlands is improving
accessibility. Support includes telecommunications as well as highways, and
may include extensions to the electric power network Some African nations are
major power generators, even export~rs; Zambia is an example; Lesotho 800n
will be. An important contributor to the luccess of Kenya's secondary towns
is a good national road network. In contrast, Zaire's road network is poor,
cutting DfE the potentially rich Kivu province from other population centers
and ports. Feeder roads are important for improving the access of agricultu
ral areas. Proximity to a main road is a major determlnant of improvements in
agricultural productivity (Pingali, 1986).

In summary, the role of governments through urban. sector policies is
to support secondary town growth where it is occurring or where there are very
good grounds for believing that it will occur. Economic activity levels may
be stimulated by public sector investments, but in the end local prosperity
will depend upon private sector initiative.

5.2 Management of Municipal Services

Municipal management covers the management of the towns and cities
. 'themselves and the management of public authorities that provide urban

services, including water supply and sanitation, hea~th, education, power,
telecommunications, roads and drainage, public transp.0rtation, refuse
collection, and other community services.

There is a need to foster decentralization 10 that decisions can be
taken that arc more sensitive to local needs and opportunities. However, luch
has been the centralization of authority over the past twenty years that few
local authorities, including those of capital cities, bave the capacity either
to make basic decisions about which projects to choose or to carry out
necessary civil works. Some devolution of authority has been justified by the
management cap!H:ity of cities such as Abidjan, Dakar, Nairobi, Lusaka and
Harare, but it has rarely been effectively extended to secondary towns.

The British and French colonial models of local government set the
pattern for the development of local governments throughout most of Africa.
The fundamental poli~ies underlying these models vere different. The
development of the British model in Africa was guided by "indirect rule,"
where a structure of local government, decentralized to the district level,
coexisted with and operated through existing traditional or native author
ities. The French model was based on a policy of "assimilation" or "direct
rule," where the highly cent ralized, hierarchally controtled system of local
government administ~ation in France was replicated in the colonies, replacing
any pre-colonial indigenous forms of local governments.

Given taese differing political approaches to gov~rnment

administration in the colonies p the Francophone countries collectively
inheri ted a highly centralized, uniform structure of local government which
continues today to directly model itself on the domestic government system in
France. The Anglophone countries evolved a full·scale conciliar, formal
government, but which lacked uniformity because of the enormous variety of
traditional institutions integrated into the system. This has resulted in a
more variable structure and mode of operation among the Anglophone
countries.
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While the two models as they have evolved in Africa have Bome clear
diltinctions in their structure, neither has demonstrated a commitment to the
development of strong loc,l government authorities at the city or municipal
level. Instead, they have both emerged as basically centralized systems with
limited delegation of au~hority and a control of revenue destined for local
government.

The Government of Ghana, for example, has announced a
decentralization policy. Elections for the new district assemblies will take
place in late 1988. Until now, the district councils have been given more
responsibilities but no more resources. In fact, the Government subsidy to
cover district council wages and salaries has been reduced from 100 to 50
percent; it will eventually be withdrawn altogether. The proposal to replace
that support wi th a grant equivalent to 1S percent of all tax revenues
collected by central government in the region has not been implemented.
District councils will probably have to rely on enhanced property and business
tax revenue to make decentralization work.

The resul ts of a 1982 IMF survey indicate the weakness of "local"
government in Africa. Fifteen percent of all government jobs in developing
countries are accounted for by "local" rather than "central" government. The
figure for the industrialized countries is 57 percent. The African proportion
is only 6 percent, compared wit~ 21 percent for Latin America and 37 percent
for Asia.

Nevertheless, since the late 1970's both systems have tended to move
in the direction of decentralization. There is a general recognition that
urban services can only be provided efficiently if there is a partnership
between central and local government, with greater responsibilities being
given to the latter than has generally been the case. Too much central
control makes local development less sensitive to local needs and resources
than should be the case, and gives local people few incentives to solve their
own problems.

The purpose of decentralization is to make better use of local
human, financial, and physical resources. It should not, in the first
instance, be "territorial equity." The premise underlying decentralization
programs should be that the centralization of the past has wasted local
resources. The probable source of the wasted resources is weakened motivation
or poor incentives. People see no direct connection between what they pay to
(mainly) central government agencies in taxes and user charges and what they
receive in services. Decentralization offers the possibility for more
effective resource mobilization; self-sustaining development; development
projects that better reflect local needs and desires; increased public
participation in decision-making.

The functions of the municipalities themselves are limited: street
maintenance, public health and sanitation, street lighting, markets,
slaughterhouses, ceme~:aries, parks, sports and cultural activit ies and, in
some cases, primary educat ion. Sanitation services (especially solid waste
disposal) often absorb a high proportion of the total budget (60 percent in
Accra, for example).
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Infrastructure, such al electricity and water supply, i5 f~equently

provided by parastatals reporting to central government; other urb~~ services,
such as health and education~ are usually provided directly by ce~tral govern
ment departments themselves. Africa .uffers from paraltatals that absorb
large amounts of investment, provid~ poor services and are not financially
viable. Their depenrlence on subsidies adds still fUl'ther to the power ~f

central governmen~~

Training is a key to effective management for both municipalities
and the local operations of public enterprises. Many African countries have
announced decentralization policies that give local authorities more
responsibility for the provision and maintenance of local services before they
have the necessary human and financial resources.

The questions often arise: When is the right time to
decentral ize? Are resource constraints now so severe that most countries
cannot afford to do so? When decentralization is carried out, what activities
are appropriate for local authority responsibility?

It is normally inappl'opriate to set up largely self-sustaining local
authorities during early stages of development when there are few suitably
qualified managers, accountants and engineers. It is more appropriate to

" 'apply the ski 11s of the 'Umited numbers of professionals to the solution of
local infrastructure supply, operation and maintenance problems on a task
force basis, such as Tanzania and Zaire plan to do in water supply and
sanitation. However, it is correct at an early stage of development to begin
the training programs that are a necessary pre-condition for decentralization.

The financial resource constraints do of course make it difficult
for central government to allocate significant budgets to local authorities.
In fact, what has often happened, as in Chana, is that central government has
been forced by structural adjustment to reduce allocations to local government
while, in the name of decentralization, to give local government more
responsibilities. However, one objective of decentralization is to encourage,
or even force, local government to raise much more revenue locally and
eventually execute their responsibilities without supervision from central
government. This can be done: Zimbabw'!' s rural district and municipal
councils generally achieve full cost recovery; they also provide good
maintenance and control effectively the use of their infrastructure.

Responsibilities that local authorities generally enjoy now are
frequently limited to the maintenance of water supply and sanitation systems,
or solid waste disllosal. When decentralization occurs, 10l.:al authorities
might assume responsibility for activities such as local road construction and
maintenance, the managment of public sector housing stock, or the operation of
a municipal water authority.

~.3 Local Resource Mobilization

Improv~d local resource mobilization is i.lportant for effective
urban management and decentralization. Governments tan raise more revenue
from urban households and businesses when taxes on agricultural output are
removed as part of structural adjustment.
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At the same time, overall expenditure requirements are rising rather
than Itaying the same. World Bank studies estimate that additional .ource~ of
revenue amounting to as much as five percent of GDP will be required.

The share of local government participation in public sector
resource mobilization is particularly low in Africa. Senegal's municipalities
finance a larger proportion of the cost of urban services, 12 percent, than
l"Ost other African countries. The 'average for Latin American countries is now
25 percent.

There has been more resource mobilization in (and devolution of
authority to) capital cities than in secondary towns in Africa. Dakar
accounts for 80 percent of the "ordinary revenues" generated by Senegal' s
regional capitals. Kaolach is 20 percent of the size of Dakar, but its
receipts for 1980-81 were only 7 percent of Dakar's; its "capital receipts"
are only 3 percent of Dakar's. This is largely because Dakar has highly
valued taxable property and a good collection system.

Unfortunately, at a time when many go~ernments are announcing
decentralization policies, municipal finances are actually deteriorating.
Dakar's revenue fell by 50 percent in constant francs between 1980/S1 and
1983/84. Ouagadougou's income pet inhabitant f~ll from CFA (constant) 1,862
to CPA· 976 between 1980 and 1985:"'

There are a number of sources of local revenue for municipalities.
Property taxation is usually the largest (58 percent in Senegal, for example).
Others include taxes on individuals, business licenses ("patentes" in franco
phone Africa), and liquor and automobile licenses. There are also user
charges for garbage collection and entertainment, and fees for markets, taxi
stands and slaughterhouses.

The potential for local revenue mobilization is rarely achieved. A
recent study in Kumasi, Ghana, estimated that only 12 percent of the 1986
potential rural revenue was collected. Because the property tax is based on a
1960 valuation and because collect ion rates are so poor, only 4 percent of
that tax's potential will be collected (and property taxes should account for
about one third of total municipal revenue). No solid waste disposal charges
are even levied. There are no business license revenues. To take another
example, from a country that is generally thought to have been 'managed well,
Cote d'Ivoire, in 1967 the collection rate on the property tax was 40 percent;
it had improved to 60 percent by 1982', but then decreased to its present rate
of 30 percent. Tanzania's urban councils are undertaking a valuation of all
properties. Town treasurers expect 10- to 12-fold increases in property tax
revenues; in some instances this would be sufficient to eliminate central
government allocations.

There are a number of problems 'with the local authority revenue
base. It is often unreliable and inelastic to changes in income. Local
authorities in Kenya, for example, levy market and stock auction fees that are
dependent on a rather variable level of trading. The same is true of Kenya's
"agricultural cess," a levy on crop production. Property based revenue
doesn't increase with rising population and income because valuation rates are
not updated frequently enough (Smoke, 1987).
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A major obstacle to improved revenue mobilization is the absence of
a relationship between taxes paid and services provided, as perceived by the
taxpayers. Kumasi'. business ~eople--the sawmill owners, shopkeepers, and the
markets' "Queen Hothers"--complain bitterly about poor services, especially
the road condi tions. Yet the local authority cannot even collect property
taxes based on values of over 20 years ago. People lay that no services are
provided. To a certain extent their perception il true since the municipality
does not have enough revenue to pay the wages, of its staff, let alone purcha.e
materials and tools. In ~h,s situation, revenue collection could be enhanced
if taxpayers were informed ef the Objectives of taxation and if some revenue
were earmarked for vital and vi~ible projects.

Better local resource mobilization by public enterprises is also
important. Current demand studies indicate that urban households and busi
nesses are often ~illing to pay much more for water and power than is assumed
by the managers of public utilities. Some of the most convincing evidence is
what people actually do pay when public services break down. A large portion
of Nigeria's industrial enterprises provide their own electrical power since
the public supply systems are so unreliable. The unit cost is far higher than
if the public system were operational, but the businesses remain viable. In

'many countries the urban pO,or actually pay more for water than othe\'" segments
of the community.' 'Again, partly because of the break.down of public &ervices,
the poor often purchase water from street vendors at very high unit COltS.
Tanzania's poor pay up to 200 shillings per month r or buckets of water from
private vendors; families with household conuections to the' city sy.tem pay
"'f.ut the same. If tariff, increases provided the revenue required to extend
and maintain services, many would benefit and urban efficiency would improve.

There are also problems on the cost lide. A recent survey of World
Bank water and sanitation projects showed that although the projects' revenue
expectations were rarely achieved, costs ware always far higher than expected,
leading to an almost universal lack. of financial viability.

Some countries are introducing new methods to finance local
services. They are moving away from direct· budgetary allocations to a type of
banking operation, known as "infrastructure development funds". In the
francophone countries in particular, special agencies responsible for locd
capital financing are being established. Revenue contributions come from both
central and tocal government, sometimes itom earmarked sources. Examples
include:

• FEe (Fonds d'equipment communale), Senegal

• FEICOM (Fonds d'equipment interministerial communale),
Cameroon

• FrAV (Fonds interministerials d'amenagement urbain), Cote
d'Ivoire

Each of these includes the supply of capital investment and services to local
government. FEIC'.:>M, for example, provides liquidity advances to toed govern
ment and train~ng programs for municipal employees.
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5~4 Land Management

Land is o!l vital resource i.n development that is under increasing
pressure AI rapid population growth continues. Urban population growth rates
are so high in Africa that land equivalent to that now occupied by Lagos and
Kinsha.a is required to accommodate each year's growth. And, because land is
.0 important, it is a very political iSlue.

Land is an inefficiently used resource in Africa today.
Improvements are required in land registratiQn, land development, tenure and
property rights, property tax valuation and collection, and land transfers.
The actions required will involve the elimina~ion of barriers to smooth
functioning land markets. Improvments to land information systems (cadastres
and related components) is also essential. In Kenya, it has bee~ noted that
the problem is not so much in the legal system per Ie as in the cumbersome
administration of the existing laws.

Land policy and management issues have been neglected. Although'the
lack of serviced or serviceable land is often identified as a major constraint
to efficient urbanization, gove,rnmerlts rarely formulate land policies that
deal .with this probleM. They -often lack the information to do so: almost
none 'have the capacity to prepare maps that reflect rapidly changing
urbanizing areas; very few have topographic maps; hardly any know how much
land the public sector owns or occupies. (Detailed western-style land use
maps are often not necessary. It is more important to obtain on a regular
basis the kind of land use information that can be produced at very low cost
by satellite imagery.) Nevertheless, government is always the major land
owner and therefore the main determinant of land's supply, demand and price in
any urban location. Few governments have paid due attention to the impact on
densities and infrastructure COlts of tribal ownership of land around
ci ties. Almos t no African governments use the increments in the value of
serviced land to recover infrastructure .upply costs. A clarification of land
rights by governments would encourage households and companies to invest in
upgrading their own property, and bnnks to make loans to them, both of which
will assist domestic resource mobilization.

The disorganized land markets that characterize much of the region,
wi th conflicting ownershi p claims and unclear boundaries: impede public and
pt"ivate sector development alike. Property transfers are risky and trans
actions time consuming. Only 10 'percent of Kinshasa's and 20 percent of
Kampala's parcels are officially registered. There is often a confusing
mixture of statutory and customary rights, and even conflicting legislation on
the matter. The Government of Madagascar was unable to acquire a site for a
project when it was invaded by squatters, who quoted legislation as valid as
that being invoked by the Government. No effective legal means could be found
to clear the site.

A major reason why land transactions are not taking place is the
complex and expensive land titling and valuation systems. Simplification is
required. A western-style land information system can cost up to $70 per
annUJII per person to establish and maintain. This "is not far short of the
annual per capita income in the poorest countries. Systems costing a few
cents per capita must be introduced. These systems should seek to establish
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land title only to the minimum nece.oary for property taxation, collateral for
borrowing, and secure tenure.

Problems arise from the conflict between traditio.ad tribal (com
lliunal) and modern land t~nurfJ sy.tem.. A modern economy need. to permit
~hanges in land rights, and consequent land uses, as income levels rile and
th' city economies evolve. Cities have to be developed at higher ~,nlitie.

th,nn tribal villages aince land at the center becomes relatively Icarce and
lince the unit costs of supplying infra~tructure fall with increaling
density. The land around many African tows and cities is ltill beina
developed in accordance with tribal systems. For example the average plot
size around the edge of Ha8eru, Lesotho, i. over 1,000 m2, only about
16 percent of which is occupied by a dwelling unit. Tradeoffs mu.t be
considered among a) the provision of infrastructure and its COlts; b) a
family's traditional use of land for income generation purposes; and c) the
depletion of valuable agricultural land. As employment opportunities expand
in urbanizing areas, traditional uses of the family plot are replaced by urban
expectat ions of basic infrastructure. The tndi tional lot size standards,
therefore, are no longer justified.

Governments should - work with tribal chiefs tQ faclUtel,:e the
-transition from rural to ~rban land and the transfer of land rig1,\tlll The
development of land markets on the edges of towns and citlee ~~!t be
encouraged. Markets will develop if tbe families allocated land b~\' their
chiefs have sufficiently clear title to be able to develop or .ell it ~s tbey
wish. In m~llny countries there are title disputes "'hen the head /~£ the
household dies and the chief has to decide who should have the land.

An alternative to creating an active private .ector land market i.
for the public sector to acquire large areas of land to develop at higher
densities. This is in fact happening in countries luch as Lesotho where
tribal systems are strong.

5.5 Small Businesses

More attention should be paid by governments and donors to the small
businesses that employ the great majority of the urban (and rural) labor
force. Structural adjustment is reducing formal sector employment
opportunities in towns and cities. The prOductive, potential of small
businesses is ignored while inefficient public enterprises yielding poor
returns receive the investment resources allocated to "productive" activities.

Government actions have a direct impact on employment and income
levels in cities. Currently, the attractiveness of urban areas, particularly
capital cities, has been red' ._ by cutbacks in the government lector
itself. Rapid inflation has er~ded public sector earnings. In Sudan, civil
service salaries fell by 50 percent in the early 1970's and have fallen by an
additional 30 percent since 1978. By 1983, Zaire's public service salaries
had fallen to one-fifth of their l~vel in 1975, in real terms; in nominal
terms, they had risen seven times. Administrative reforms in Zaire resulted
in annual reductions of civil service staff of about 25,000 between 1980 and
1984. These trend3 will be reinforced by structural adjustment.

Publ ic enterprises are more important in the economies of African

~-
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countri.. than elsewhere in the world. Worldwl.de', public enterprises are
relponlible for about 10 percent of GDP. The figll,re is higher in most Afr,ican
countrie., e.g. 40 percent in Sudan, 39 percent in Zambia, 25 percent in
Guinea and Hauritania, 19 percent in Senegal. The figures are even higher for
the manufacturing sector. Public enterpri.e. account for over 90 percent of
manufacturing value add~d in Ethiopia, 80 percent in Somalia, 50 percent in
Zambia, and 40 percent in CameroonQ' They dominate formal sector employment.

Public enterprises often u.e dome.tic banking resources that could
,be available for large and smd 1 enterpriles in the private sector. Their
financial performance is so poor that they are not able to internally generate
••ufficient amount of working capital. A study of ~eYen countries in Welt
Africa .howed that public enterprises account for 27 percent of all domestic
credit. In 1982, 82 percent of the Senegalese banking sector's outstanding
debt was tied up in public enterprises, which together accounted for one
percent of all bank deposits (Gouadain and Lecointre, 1984).

That is not to say that public enterprises do not play an important
role in development. Public sector institutions are often created because the
private sector does not provide public goods. In addition, donor and
international banks are often only prepared to lend to institutions with
government guarantees, namely, public enterprises. Nevetherless, there is a
growing consensus that the inf).'uence of parastatals should be reduced and
private enterprise should be stimulated.

Governments have allocated too many resources to public enterprises
for a poor return in terms of resource utilization and development. In a
study of 12 West African countries, 62 percent of the sample of public enter
prises .howed net losses, while 36 percent had negative net worth (Bovet,
1985). Over $1.4 billion had been invested in Kenya public enterpri.es by the
early 1980 IS, but that only yielded an average rate of return of 0.2 per
cent. 'Public enterprises account for 75 percent of modern sector employment
in Cuinea, 58 percent in Niger, and 40 percent in Burundi. The governments
themselves, of course, account for much of the balance of formal sector
employment.

Governments are adopting policies that will ad-mulate the private
sector to create new job opportunities. As they do so, they must pay more
attention to the needs of informal businesses. Even after policies that
unreasonably favor urban areas are eliminated, it is vital to expand urban
employment opportunities to support productive settled agriculture, provide
jobs for surplus rural labor, and absorb natural increases in urban
population.

The informal sector already has a particularly important role in
urban areas. Hicroenterprises (businesses employing less than 10 people;
small .cale enterprises are nOTmally defined 8S having fewer than 50 employ
ees) not ohly employ from 30 to 60 percent of the labor force but they also
make a substantial contribution to national output. Hore than half the total
industrial output of Burundi and Botswana, and one quarter of Tanzania's and
Kenya's, is produced by small scale enterprises. Small scale enterprises
contribute between three to eight percent of 'COP (Liedholm and Head, 1987).
They account for a high proport ion of the manufacturing in rural areas:
86 percent in Sierra Leone, 72 percent in Chana and 64 percent in Zambia. The

34

,.

r



.!II
relationsip between the small scale enterp't"ise sector and agriculture is
strong. One study showed that for everyone dollar of value of income created
by an agricultural project, 90 cents of value-added was created indirectly for
local non-farm enterprises (Bell, Hazall and Slade, 1982). The Liedholm and
Head studies have shown that the sector continues to be important even when
household demand and incomes increade at: more advanced stages of development.

The informal sector is particularly important in the early to middle
stages of development, and at all stages, can become more productive. It is
not clear, however, how governments and donors can best encourage productivity
improvements and the process by which precarious small scale enterprises
become well established medii!!!! scale businesses or simply prosper as small
scale enterprises.

Some experts favor minimal intervention in the microenterprise
sector. To quote one report: "Just benign neglect could well be a great help
to many informal activities" (ILO, 1982). Government attempts to interfere
may be counterproductive. To provide finance might be to risk encouraging the
uneconomi~ use of capital. Small scale enterprises have to conserve capital
since they have poor access to low cost finance. The same might apply to the
,provision of physical in!~astructure and the construction of industrial
estates. The very advantage of small scale enterprises where public capital
is scarce is that they have lear-ned to operate with minimal infrastructure~

There is also the fear that government and donor supplied credit might replace
personal domestic savings.

Other experts feel that much of the potential of the microenterprile
sector is not realized because of its poor access to institutional finance.
Simple economies of scale or specialization cannot be exploited becaule of a
lack of working capital. Typically, more than half the small scale enter
prises in a country are single person enterprises. Loans of just a few hun
dred dollars could often increase labor productivity many times. The greatolt
need is for working capital; the lurveys reported by Liedholm and Head
indicate much surplus capacity (idle labor hours) exists.

From the government and donor point of view, projects in support of
microenterprises have experienced poor cost recovery and limited repHea
bi lity. The very high rates of interest charged by informal sector lenders
are indicative of the high risks involved. As with housing finance, there
might be some value in extending the scope of the formal financial sector,
that is, encouraging commercial banks to lend to microenterprises. However,
comnercial banks regard the individual ent repreneurs concerned, who have
little or no collateral, as poor risks. Studies have shown that almo~t 411
the initial investment comes from the entrepreneur's own savings or his
family's; little comes from money-lenders, banks or government.

These problems have been overcome in other parts of the world. Some
of the more successful microenterprise projects have in co~on the use of
solidarity or mutual guarantee groups to overcome the problem of a lack of
collateral. Loans are made by tommercial banks to persons rathe~ than busi
nesses and those loans are guaranteed by other members ,of the group. In some
instances the solidarity group takes responsibility for regular collections.
These successful projects also have in common the use of non-government
organizations (NCOs) to provide character references for borrowers, to
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stimulate the format ion, of solidari ty groups and to bring banks and groups
t,ogether at a local level. The necessary bookkeeping skills are acqui red
through contact wi th the ,banks and through NCOs. Projects along these lines
have been successful in t,erms of cost recovery and widespread ;,mpact in
Calcutta, San Salvador, Manila, and Guat~~,la.

Although there have been very few cases of projects designed to
provide large scale support to the microenterprise sector anywhere in Africa,
such projects, could be successful. One promising, ex:.mple is the World Bank' s
first urban project in Burundi, where repayment rates on loans tu artisans
have been 80 and 87 percent in the past two years. Informal credit and savings
organizations, which could form the basis for solidarity groups, are common in
the region.

, '

In many instances, the best way to support microinterprises may be
to strengthen the many informal savings institutions, which tend to be better
suited to serve the needs of microenterprises than the formal banking system.

5.6 Sitel and Services and Urban Upgrading

African governments regard suitable shelter for all as a high
priority. Hore are directly engaged in the provision of dwelling units than
governments are in other continehts. However, public resource constraints are
now so severe that governments will increasingly be prepared to limit their
support for the achievement of shelter goals to those activities that cannot
be carried out by the private sector or for which the private lector has no
incentive. Those activities include acquiring land for development, securing
tenure, supplying basic infrastructure, establishing appropriate planning
standards, and facilitating the mobilization of domestic private financial
resources for housing construction.

It is appropriate for donors to encourage investment in shelter,by
supporting sites and services and upgrading projects. Housing is a productive
investment. Housing investment mobilizes domestic savings, requires few
imported inputs (particularly for the lower-income groups), creates substan
tial direct and indi rect employment in the microenterprise sector, improves
labor prOductivity through better living conditions, ge~erates income through
the operation of small home-based businesses (84 percent of Sierra Leone's
small scale enterprises are home-based) and renting rooms, and contributes to
skill development. The multiplier for housing investment appears to be in the
upper half of the multipliers of all industrial sectors in countries where
they have been computed. As economies develop, housing development is
increasingly important in annual investments. Annual investment in housing in
developing economies as a whole ranges from 2.5 to 7 percent of GDP or 15 to
24 percent of fixed investment. Housing makes up between 30 to 50 percent of
national wealth. It is the main as let of most households.

Squatter upgrading is also important. Africa's cities and towns are
growing much more quickly than sites can be prepared and serviced. Squatter
settlements dominate many cities, accommodating as much as 70 percent of the
total population. These settlements are characterized by high densities, poor
wa~er supply, almost no all-weather roaas, and inadequate sanitation leading
to heal th problems. The journeys to work for those who work outs ide the
settlement are often very long, as are the trips to collect potable water.
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Evaluations have demonstrated that squatter upgrading projects involving
improved access to water, better sanitation, better roads, the layout nf work
shop areas, public transportation and loans to improve property have very high
economic rates of return.

As problems of urbanization have been defined in a more encompa~sing

manner, 80 too have the kinds of activities appropriate for capital and
technical assistance. Thus, Kenya's Small Town Development project aupporta
the development of productive facilitiQi auch .s roads and drainage
improvements and infrastructure for small business eatates, slaughterhouses,
markets, and bus parks. Where A.I.D. il providing only technical assistance,
activities have wide impact on urban development. In fact, technical
assistance has frequently been the appropriate means by which A.l.D. can
initiate activities that help determine a role for urbanization in national
development. Mogadishu's Development Procram, for example, provides a
comprehensive approach to improving land planning and management. Cadastral
surveys are being funded in Dakar to improve tax collection and provide
revenues for local infrastructure projects.

'.. ".
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6.0 OPTIOBS FOR A. I.D. URBAN DEVELOPM!NT PROCIlAKS

This section presents a series of recommendations for progra~tic
activities that A.I.D. can underta~e to advance its objectives for national
development in the context of increasing ~rbanization in Africa. Because the
implementation of these programs ,must be very sensitive to the stage of
development of a counlry, the relationship between those stages and the six
program areac discussed in Section 5 is described first. The section
concludes with brief descriptions of two pr.ototype activities A.I.D. has
already undertaken in Kenya and Cote d'Ivoire.

6.1 Stages of Development and Program Elenents

The influence of stages of development is summarized in Figure 4.
Only the first three of the five stages outlined in Section 4 are included
since almost no African nation has yet reached the fourth stage, in which half
the population works in urban locations, Or is likely to do so in the near
future.

Donors should begin to be active in the urban sector in Stage 2,
particularly by encouraging the. establishmlmt of effective local government
even. outside the capital city ... · supportin,g urban infrastructure upgrading
programs, and beginning to introduce land management. Donors should be very
active ir. Stage 3 when the linkages between emerging lecondary towns and the
significantly more productive agricultural areas become much .tronger. Towns
are more sophisticated centers of economic activity at this .tage. Training
programs are required for local authority an,d locally based public utility
Itaff. Finance systems responsive to the needs of hou.eholds and .mall
businesses have to be inty:oduced. The capacity to carry out and maintain
legal and fiscal cadastres has to be established. One continuing objective
should be to develop self-reliant local administration as countries move into
Stages 4 a.nd 5.

Other factors have to be taken into account in the design of
appropriate donor support ~o the urban sector:

• High/low per capita income: This is partly a function of
the stage of development. Only the higher income countries
in Africa are suitable fo%' Housing Guarantee programs for
instance. Resource mobilization and decentralization
potential is better in higher'income countries.

• High/low domestic liquidity: The high liquidi ty in
Botswana, Lesotho, and Swaziland are examples. More
advanced intervention and more self-reliant soln.ions are
possible. Training programs are more effective than
investment.

• Pdmate cities: In countries with large capital or primate
cities in poclr condition, it is difficult to decide if the
first priority is the capital city or a more manageable
secondary tO~l where improved systems are more likely to be
successfully introduced.
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Figure 4: Tt£ STAGES Of DEVELOPMENT AND CONDITIONS F~ tJmAH DEVELOPMENT INTERYENT'0t5

,I

STAG[

I. Subsistence

2. [merging Local
Marlcp.ts

3. Rising
Agricultural
Productivity

SECONDARY 4 MARKET TOWNS

Most rapid growth in the
primate cit·y.

Only the largest need signifi
cant infrastructure support pro
grams. Feeder roads important.

Secondary and market towns very

very important. Upgrade some
main roads: more feeder roa~s.

MANAGHENT Of
MUNICIPAL SER~ICES

By central gov2rnment except
in capital city.

Introduce local government to
secondary towns; limited range
of services.

Strengthen local ,govern-ent In
secondary towns•. Extend range
of services, e.g., "'ocally
based water authority.

LOCAL RESOURCE MOBILIZATION

Few savings because weak cash economy.

Growing need for working capital;
local savings emerging.

Ai. at self-sufficient local develop
.ent based on financial resources.
Eventually local authOrities fiscally
Independent of central government.

STAGE LAND MANAGEMENT SMAll BUS UESSES
SITES & SERVICES
& URBAN UPGRADI NG

lEVEl ar lImAN

SECTOR DONOR
SUPPORT REQU IREO

I. Subsistence

2~ Emerging local
Markets

3. Rising
Agricultural
Productivity

I_portant In rural areas 
bush/fallow uses up to 14
times as much land as settled
agriculture•.

Rapid expansion of urban
centers. Need to intro
duce suItable land tenure
systems.

Growing need for land man
agement. Urban fringe
agricultural land use COM

pleYlon severe. Resource
.ablllzAtlon ba~ed on clear
title and secure tenure.

Few non-fa~lng enterprises.

Rapid growth on basis own
funds. Early Industrial
actiVity via parastatals.

Agriculture ~eeds .uch
.are support fra- small busi
nesses. Need formal-Infor_al
financial sector linkages.
Mlcroenterprlses have poten
tial to beca-e larger and
.are sophisticated. Mature
prIvate sector ~rglng
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Needed In pri.ate city.'

~ca-Ing I_portant in
secondary towns.

Very '.portant wit~

rapid urban population
growth rates.
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Growing

Considerable
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• Oil or other mineral rich c~untries vith substantial foreign
exchange: There are not: many of these. (Nigeria's per
capita income will soon fnll to about ~300.) Such countries
need training programs more than loans.

..•

Those wi th 50 percent or more of
to debt servicing probably cannot

Priorities are local resource

High debt countries:
export earnings going
handle more loans.
mobilization and training.

Very poor infrastructure: This is the case with most
African countries now. Primary focus should be on
rehabilitation and maintenance (not on extending networks),
and on mobil izi.ng domestic resources to support operation
and maintenance. Very low infrastructure standards will
have to be accepted for many years.

•

•

6.2 Suggested A.I.D. Activities

In the context of national development strategies, A.loD. should
support a wide range of urban development programs. Priorities should include
the ,improvement of land deliv~,r'y systems, infrastructure, credit, training,
and "support for decentral ization. Recommended activities for A.I.D.
consideration are presented for e~lch of the six program areas di scussed in
Section 5.

Secondary and Market Town Development

-,

Secondary and market town development programs should be designed to
support national economic development especially in agricultural productivity,
off-farm employment, infrastructure, and institutional requirements that make
urbanizing areas work. Programs idl~ntify policy and institutional issues for
continuing dialogue. Strategies deal with resource allocation methods; macro
economic issues such as interest rates; revenue generating authority; land;
and credit. Towards these ends, A.I.D. should consider providing support to
the development of national urbanization policies based on:

(1) An analysis that would prioritize and relate urbanizing
areas by economic potential and their role in the national
urban network.

(~) An analysis of the institutions that make up the delivery
system for land, infrastructure and credit to improve
operational responsibilities.

(3) An analysis of physical development standards that establish
'appropriate levels for land development and upgrading
projects.

(4 ) An analysis of the sources and amounts of
required to finance infrastructure and land in
the developmenf of productive facilities and
areas.

investment
support of
settlement
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(5) An analysis of the important role of the informal .ector in
national economic development.

(6) A training strategy in response to pOlicy issues and skills
upgrading needs.

Management of Municipal Services

One of the roles of municipal management in national urbanization
policies is to operationAlize decentralization strategies. A.I.D. support
should focus on the local authority's capacity to formulate local development
policies; develop urban infrastructure and productive facilities that support
local economic opportunities in agriculture, cottage industry and handicrafts
aimed at the local market; generate local revenues that will finance the
Gupply and maintenance of basic infrastructure systems; and set up management
systems that moni tor and inform local officials about local needs. These
management systems provide the continuity that service delivery requires,
particularly for institutions that suffer high turnover. A.I.D. should
consider providing support for:

(1) A review of local.~g~vernment authority to charge land, salel
and betterment t~xes; user fees for services such a. water,
electricity, garbage collection, and for licenses for
productive facilities such as markets, bus parks and small
business locales. A review would allo deal with local
governmant authority to raise resources through bond ilsuel
and commercial borrowing.

•

,.

(2) An analysi s of local financial management inclUding
revenues, personnel, materials, equipment, structures, and
land. This analysis could lead to A.~ .D. support for the
increasingly self-sustaining delivery of urban services
through efficient and equitable local tariff assessment and
collection systems.

(3) A training needs assessment and plan. Training initiatives
should focus on local authority officials, central
government agencies working with local government, shelter,
land and infrastructure development entities, and private
sector participation in local authority service delivery
systems. A. I .D. support could assist national and local
authorities and private training entities to develop the
methOdologies to carry out such assessments.

(4) A plan for local government support to private sector
economic activity, especially informal sector activities and
agriculture storage, marketing and distribution. A.l.D.
support would also assist in developing a system that
defines the roles of the local authority as facilitator and
the private sector as implementor of infrastructure delivery
and land development •.
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(5) An analysis of local authority phy.ical development
standards for infrastructure, land, .helter, and productive
facilities. A.I.D. support could aui.t local authorities
and professional associations develop physical development
standard. for progressively constructed .helter and
infrastructure.

Local Resource Mobilization

Local resource mobilization permits continued physical development
and service programs that usually suffer from undependable central government
allocations. Local revenues will not completely replace central government
support nor can each city and town finance its own urban .ervices. Local
resource mobilization, however, is a critical element of local authority
management. It is important to consider infrastructure standards so that the
costs of the improvements to the user are not excessive. Standards, cost
recovery, and the user's capacity to pay are critical elements of local
resource mobilization.

The role of the private sector is important in local resource
mobilization. To the extent that local authority policies attract formal and
informal private sector re.ource·s, the limited local government resources can
be 'applied to appropriate local authority. responsibilities. Such
responsibilities include the provi.ion of land for private lector development
and the provision oi urban infrastructure and lervices.

The followi"g activities that A.I.D. could .upport promote the
ability of local government to generate local physical, human, and financial
resources.

(1) Analysis of the potential financial base and local authority
mandate to levy taxes, grant licenses, and collect fees and
tariffs. A.I.D. support could review national policies and
legislation that control local authorities. Important data
could come from cadastral surveys, infrastructure,
productive facilities, and local service demand.

(2) Analysi s and development of infrastructure tariff system.
Important data are capital and maintenance costs for

. existing and future development.

(3) Analysis of the role that bond issues and commercial
borrowings can play in local resource mobilization. A.I.D.
support would focus on national and international bond
markets and national discount o~erationl.

I

(4) A local resource inventory that maps and records the
physical infrastructure, land and equipment currently
available to a local authority. A.I.D. lupport would focus
on both the hardware and software required to manage the
inventory as well as necessary training.
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(5) Programs that establish municipal management systems for
local authori~ie8.

Land Management

The purposes of land management programs are (a) to sensitize
national and local governments to the non-replenishable nature of land a. 8
resource, especially now when urban areas are growing rapidly; (b) to inform
officials of the economic impact of land devel~pment Itandards, elpectally lot
sizes, community and green space reserves, and vehicular and pedeltrian
circulation; (c) to facilitate the role of the private sector in land
development; and, Cd) to devel~p national land markets in response to demand.

The following activities reflect A.I.D. concerri for: land
a'Jailability and distribution; land registration for tax, credit collateral
and market purposes; valuations of nacional and local government land
holdings; market price determinations; land requirements for settlement areas
and productive facilities; and establishing future land requirements for the
provision of infrastructure and the management capacity to provide it. The
activities include:

(1) Studies of the informal land markets in cities.

(2) Cost-effective
function more
taxation and
investment.

cadastral systems that make land markets
smoothly and provide the basi. for property
the collater~l needed co encourage local

(3) Methodologies for public and private sector collaboration to
develop land.

(4) An analysis of public sector land policie. that include tax
law reform and cex collection.

(5) Undertaking land inventories that map national and local
government land holdings as well as present the development
potential of the holdings. A.I.D. !lupport could equip and
train national and local authority staff in simple mapping
and accounting techniques as well as defining guidelines to
stage land development.

-
_.

(6) An analysis of
efficient use
infrastructure.

land development standards that support
and the cost effective pl:'ovision of

Small Businesses

Small business programs encourage. the diversification of off-farm
employment opportunities, provide basic products and lervices (Iuch as
building materials, housewares and processed foods) to urbanizing and rural
areas, and attract private sector resources. Small business programs
contribute to ~he credit requirements of decentralization efforts and depend
upon national and local finance policies to prosper. A thriving private
credit system of credit unions, commercial banks, and building societies can
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enhance lmall busine.s development. In addition, it can lupport lou income
family credit needs for infrastructure connections and home improvementl, in
turn improving informal ~~ctor productive activities. The following actions
would lupport small business policy development and ~rogramsl

(1) Demonstration lending programs for credit unions, building
societies and commercial banks that expand an institution's
traditional clientele to include low-income families and
informal sector entrepreneurs. Such programs include the
development of lending criteria for credit institutions,
resource mobilization to expand the institutions' lending'
base~ and collection .ystems.

(2) Training programs for small businesses to address
management, product design, and marketing requirements. .'

(3) An analysis of the importance of small business, especially
informal sector economic activities, to off-farm employment
opportunities and to local economic development.

Sites and Services and Urban Upg~ading

.' Sites and services '.rid urban upgrading programs reprelent the
physical development components of a national urbanization policy and the
products of national and local development programl. The luccel. of policy
development, management Iystems, training, and relource mObilization is
reflected in the lupply of land and infrastructure available to the range of
income groups. Land and infrastructure prograllis require appropriate
development standards and efficient titling and regin'ration.

Land and infrastructure development for productive and residential
use luggest sector lending programs that leek policy changes to improve the
land, infrastructure and credit delivery systems. Land and infrastructure
programs demonstrate financial, technical, locial and administrative
innovations sought in delivery system policies and operations. A.I.D. lupport
has produced successful national demonstration pl'ograms which include the
following:

•

(1) Program cd teria
development based
recovery.

for land, infrastruc:ture and credit
on benef~ciary affordability and cost

r
(2) Demonstration programs with p,~blic and private finance

institutions that open lines of credit to developers who
conform to low-income family program criteria.

(3) Sector lending programs that engage p~blic and private
lector entities in a dialogue on national and local
investment priorities, delivery systems, and implementation
improvements.
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6.3 Hev Program DirectiQnl

Activities that the urbanization procell offers in lupport of thl!'
current stage of development of the region are presented above. With RHUDO
support, USAID/Kenya and USAID/Cote d I Ivoire are devdoping sector lending
programs that build urbanization opportunities and resources into agriculture
development.

Kenya. A major objective of Kenya IS development Itrategy outl,ined
in Kenya's Sessional Paper No. 1 io to promote more rapid economic growth in
the rural areas. Central to this growth is the promotion of an improved
balance between rural and urban development based on thle vigorous growth of
secondary towns and urban centers throughout the country. The aim of the
strategy is to p~omote the development of an urban system that supports the
growth of agriculture and the development of rural areas, and that generates
productive employment opportunities in non-farm activities.

USAID/Kenya's development strategy focusses on market development to
encourage increased agricultural productivity, enterprise development,
employment generation in towns and cities, production specialization and
increased trade. The projec~' proposes to develop selec'ed market centers and
t·o improve the policy envi:ronment for agricultural marketing with physical
infrastructure and institutional capacity.

Cote d'Ivoire. The Cote d'Ivoire policy regarding ~nvestmentl and
services in rapidly expanding cities and towns is to reduce the direct role of
t~e central government in the urbanization process. Reforms to implement thil
policy include institution restructuring, reduction of lubsidiel and
_tandards, improved cost recovery, and greater administrative decentralization
and local government financial autonomy. A.I.D. programs lupport an enhanced
role for local municipalities and for the private lector 10 that an iD~~ealing

share of their resources go toward the improvement of infrastructure and
shelter. Support is channelled through a IUltained program of capital
investments in secondary centers and through training programs to improve the
management and financial base of municipal governments. Such support for an
urban investment strategy seaks to overcome regional disparities in
infrastruc ture and service delivery but at the ume time, maximize economic
returns in the regional economies.

, The USAID/Cate d' Ivoi re Secondary ci ty Program finances revenue-
generati.ng facilities, training programs for local officials, equipment for
iml)rOV1rlg municipal public works departments, simplified cadastral surveys,
surveys of market vendors for local tax collection purposes, improvements in
tal: collection procedures, and community development organizations. The
program also supports an analysis of the economic linkages between project
towns and their rural hinterlands in order to identify urban-based investments
which would support development of the agricultural sector.

The ability of A.loD. to build on the opportunities that
urbanization holds requires A.I.D. Missions to recognize and assess the role
of urbanizing areas in their development programs, especially at the stage of
agriculture production and marketing. Missions can then prepare strategies
and design programs, as those in Kenya and Cote d'Ivoire, that reflect the
issues and opportunities of urbanization that this paper is intended to
provoke.
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